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past four quarters offer little if any support for the hope 
of a change in direction this year in manufacturers’ 
capital spending. 

Even so, the 1958 level of capital spending by manu- 
facturing companies could still be higher than in 1955. 
Despite these latest appropriation declines, the remain- 
ing backlogs are still sizable. Placing the current down- 
ward trend in outlays in perspective, it is noteworthy 
that the backlogs remaining at the end of March, 1958, 
were still about as large as at the end of 1955. 


A Less-than-seasonai Rise 


Changes in any business indicator can be appraised 
either through straightforward analysis of results for the 
same period in earlier years for which data are available, 
or through the application of formal seasonal adjust- 
ment factors. Both approaches applied to the appropria- 
tions survey suggest that the rise in approvals from the 
fourth quarter of 1957 to the first quarter of this year 
was less than seasonal. This most recent failure to ex- 
pand fully to seasonal dimensions deflates some of the 
hopes of a plateau raised three months ago. 

New approvals increased less from the fourth quarter 
of 1957 to the first quarter of 1958, than they did over 
the corresponding year-ago quarters. The source of this 
less-than-seasonal increase is clearly revealed. Appro- 
priations approved by the durables group show an 
actual quarter-to-quarter decline. The most recent 
quarter-to-quarter change in appropriations approved 
by the soft-goods group, while significantly less than in 
the corresponding year-ago quarters, was about the 
same as two years ago. 


Percentage Changes in New Approvals 


IV-1 

I-IV 55°66 °BT 

55°56 67 66 Wd UK 

All manufacturing....... 28 15 15 34 50 28 

Durables Wisse. sa ss 29 43 29 11 1 —222 

Nondurables.......... 28 —21 6 64 117 69 
Excluding oil companies 

All manufacturing..... 33 19 14 13 15 —13 

Nondurables.......... 43 —31 — 3 18 48 2 


Since the oil group represents the most important 
case where appropriations are predominantly approved 
in the initial quarter of each year, exclusion of their 
approvals should dampen the seasonal effect. Excluding 
oils, manufacturing capital appropriations declined from 
the fourth to the first quarter of this year. 

In the two previous years this comparison resulted in 
a quarter-to-quarter increase. Furthermore, in the non- 
durables sector, less the oil companies, there was almost 
no change in the most recent quarter-to-quarter com- 
parison; in the two previous time periods their appro- 
priations increased. 

The peak in the seasonally adjusted rate of new 
appropriations was reached in the first half of 1956 (see 
chart). The decline in the second half of 1956 was fol- 
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lowed by a rise in the first quarter of 1957, which was 
entirely in the nondurables group. The earlier decline 
was resumed in the second and third quarters of 1957, 
followed by little change, after seasonal adjustment, in 
the fourth quarter of 1957. In the first quarter of this 
year, the adjusted decline resumed, although at a re- 
duced rate from the declines earlier last year.! 


Durables Appropriations Down More 


__ The seasonally adjusted rate of new appropriations 

for the past three quarters (III-1957 through I-1958) 
was about one-third below that of the previous four 
quarters (III-1956 through II-1957). The comparable 
decline for the durables group was in excess of 40%, 
while for the nondurables group the fall was much less, 
about one fourth. 

The lower appropriation rate of the first three months 
is also evident when compared to the average quarterly 
flow of appropriations in 1957. Approvals in the first 
quarter were down almost 30% from the previous year’s 
rate. Again, the slide was concentrated in the durables 
group where the level was down almost one-half that of 
last year’s average. Appropriations approved by the 
nondurables industries in the first three months of this 
year were down only about one-sixth below the 1957 
average. 


Spending of Backlogs 


While appropriations have been falling sharply in 
recent quarters, the drop in spending began in the 
fourth quarter of last year at a relatively slower rate and 
continued downward at about the same pace in the first 
quarter. As in the previous three quarters, the flow of 
new appropriations was also below the level of spending 
in the first three months of this year (see chart). Back- 
logs thus continued to decline. 

Seasonally adjusted changes in backlogs can be com- 
puted by subtracting seasonally corrected cancellations 
and expenditures from adjusted appropriations. On this 
basis, the adjusted decline in backlogs in the first 
quarter was greater than in the previous quarter, but 
not quite so large as in the third quarter of 1957. 

Over the past four quarters, the minus signs in sea- 
sonally adjusted backlog changes have just about bal- 
anced the adjusted backlog increases of the six quarters 
beginning with the fourth quarter of 1955. With appro- 
priations being approved at a rate considerably below 
the level of spending, current outlays are thus being 
supported by the backlogs of unspent appropriations 
approved in earlier time periods. 

This is particularly true for the durables group. In 
fact, the cutback in adjusted backlogs during the first 


1 Preliminary seasonal adjustment factors, prepared from the pub- 
lished information for the quarters of 1955-1957, supplemented by un- 
published quarterly data submitted by a smaller group of companies 
for 1953 and 1954, must necessarily be treated with caution since they 
were based upon a limited time period. However, combining the two 
approaches, formal seasonal factors and quarter-to-quarter changes 
can help to overcome the weakness of each 


JUNE, 1958 


211 
Backlogs Moderate Spending Drop 
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quarter of this year was the largest in the past two 
years. For nondurables, the most recent fall in the level 
of adjusted backlogs was about the same as in the 
fourth quarter of last year, still less than in the third 
quarter (see chart). 


212 


If the backlog increases are cumulated for the nine 
quarters starting with the first quarter of 1955, then the 
adjusted backlog decline in the first quarter of this year 
represented slightly more than a sixth of this cumulated 
change. Over the past four quarters the cutbacks in 
backlogs amounted to almost 60% of the backlogs previ- 
ously built up. 

In the durables sector, the adjusted backlog decline 
in the first quarter reduced by more than one sixth the 
backlog gains accumulated from the first quarter of 1955 
through the second quarter of 1956. The backlog losses 
of the past seven quarters now represent about two 
thirds of the backlog increases of the previous six quar- 
ters. With each passing quarter, spending of backlogs by 
the durables group is cutting into the backlog level of 
1955. It would take only two more quarters of backlog 
losses at the first-quarter rate to wipe out entirely the 
backlogs accumulated during 1955 and 1956. 

In the nondurables industries, the adjusted backlog 
decline in the first quarter represented almost one sixth 
of the backlogs accumulated during the nine quarters 
starting with the first quarter of 1955. Over the past 
four quarters, almost one half of these previous backlog 
gains have been used up. It would take three more 
quarters at the first-quarter rate to remove entirely the 
soft-goods sector backlog gains of 1955-1957. 


Profits and Margins Decline Sharply 


Trends in appropriations and in profits, profit mar- 
gins, and liquidity have been emphasized and viewed as 
closely related in these reports on the capital appropria- 
tions survey. Fourth-quarter profits after taxes, as re- 
ported by manufacturing corporations, were down 17% 
from the year-ago rate, according to the Federal Trade 
Commission and the Securities and Exchange Commis- 
sion. Profit margins also declined in the final quarter of 
1957 as compared with both the previous and the year- 
ago quarter. 


Net Profits, after Taxes, as Per Cent of Sales 


1955 1956 1957 
1h HE BEBE RUE | ih ii TORE TN od ied. IROL INK 
AND Sethe 6 5.68 0 5.1 5.5 5.4 5.6 | 5.3 5.5 4.9 5.2 | 5.1 5.0 4.7 4.4 
Durables..... 5.4 6.1 5.5 5.8 | 5.5 5.6 4.6 5.2 | 5.2 5.2 4.6 4.2 
Nondurables. .| 4.8 5.0 5.3 5.5 | 5.2 5.4 5.2 5.3 | 5.149 4.8 4.7 


Sources: Federal Trade Commission; Securities and Exchange Commission 


In the first quarter, manufacturers’ profits were re- 
duced sharply under the impact of the business reces- 
sion. According to the First National City Bank’s pre- 
liminary first-quarter figures, profits were off 35% from 
the year-ago rate. Profit margins were also substantially 
lowered. In the light of these profit comparisons, the 
continuing flow of new appropriations represents a firm 
conviction that the current business reverses are tempo- 
rary in nature. 

For interpretation of changes in appropriation ap- 
provals, the course of undistributed corporate profits is 


perhaps the most important indicator. In the fourth 
quarter, such profits in the manufacturing sector were 
down 32% from the same period a year earlier. It would 
appear reasonable to assume in view of the preliminary 
first-quarter profit figures that the most recent decline 
in undistributed profits is even more drastic. Expressed 
in terms of sales, the fall in undistributed profit margins 
over the past two quarters has been particularly steep. 


Liquidity Levels Off 


In the face of these profit declines, the liquidity posi- 
tion of manufacturers has been much more favorable. 
Measured by the ratio of cash and federal securities as a 
percentage of current liabilities, manufacturers were as 
liquid in the fourth quarter as they were a year earlier 
for the first time in the past eight quarters. 


Cash and Government Securities as Ratio of Current Liabilities 


1955 | 1956 1957 
EAA SII |) Ok al) Ti ay a ae 
All mfp.. js. .6 - 70 .72 571 69 | .61 58 .55 .55 | .51 .61 62 55 
Durables..... 67° .69°.70 .67 |57 .53° (51 .50 | AT AT AD Sor 
Nondurables. .| .74 .76 .72 .71 | 68 .67 .62 .63 | .58 .58 .55 .59 


Sources: Federal Trade Commission; Securities and Exchange Commission 


It would appear that the inventory cutbacks in the 
past three months of 1957 helped to improve manufac- 
turers’ liquidity despite the reductions in profits. This 
halt to the decline in liquidity may have been a factor in 
supporting the rate of appropriation approvals with 
adverse profit comparisons. 


Cancellation Ratio at Peak 


Cancellations in the first quarter continued at the 
peak fourth-quarter rate, significantly higher than in the 
year-ago period. In the second and third quarters of 
1957, cancellations had risen sharply to a level of 7% to 
8% of appropriations newly approved during the quar- 
ter. In the fourth quarier, the cancellation rate jumped 
to 20%, then receded to 15% in the first quarter of this 
year. 

Over the past five years, the trend of cancellations 
typically shows a rise in the fourth quarter of each year, 
probably associated with year-end accounting adjust- 
ments. If cancellations are then corrected for this sea- 
sonal variation and expressed as a ratio of appropria- 
tions also corrected for seasonal fluctuation, the ad- 
justed cancellation ratio averaged 8% in the second and 
third quarters of 1957. This ratio then rose to 14% in 
the fourth quarter and jumped to 23% of appropriations 
in the first quarter of this year. These cancellation ratios 
of the past two quarters were the highest in the five 
years for which data are available. 

In the hard-goods group, the cancellation ratio rose 
sharply in the first quarter to a level more than one 
fourth of adjusted new appropriations. In the soft-goods 
group, the adjusted cancellation ratio was more than a 
fifth of the flow of first-quarter approvals. 
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The first-quarter cancellations may have represented 
some second thoughts following the sharp rise in appro- 
priations approved in the first quarter of 1957. Three 
important industry groups had appropriation ap- 
provals higher in the first quarter of 1957 than in the 
corresponding year-earlier quarter—nonelectrical ma- 
chinery, chemicals, and petroleum. All three also had 
the heaviest cancellations in the first quarter of 1958. 

Despite this disturbing rise in cancellations, the level 
is still comparatively low. First-quarter cancellations 
represented only 5% of the total backlogs outstanding at 
the beginning of the year. Fourth-quarter cancellations, 
in turn, represented 4% of the backlogs outstanding at 
the beginning of last October. Assuming that these can- 
cellations reflect a realistic reappraisal of unspent back- 
logs, the remaining backlogs can be regarded as far more 
firm than two quarters ago. 


Appropriation Decline Widespread 


The 43% decline in new appropriation approvals re- 
ported for the first quarter as compared with the corre- 
sponding period a year earlier was the seventh succes- 
sive year-to-year decline, and the largest in the history 
of the series. The 59% drop in appropriations approved 
by the durables industries was the steepest of the nine 


Changes in Appropriation Approvals 


I ’56 II ’56 III ’56 IV ’56 
I °55 Il 55 Ill °55 IV °55 
a ae 46 33 — 4 —14 
Murables! v.4.<'e.. 60 35 —35 —12 
Nondurables...... 35 31 37 —15 
I 57 Il ’57 Til ’57 | IV ’57 I 58 
I 56 Il *56 lil °56 IV 56 I 57 
IANDTGE eo cree. . — 3 —28 —33 —33 —43 
Durables........ —21 —34 —29 —A4T7 —59 


Nondurables...... 12 —19 —35 —13 —33 


quarterly comparisons. In the soft-goods group, the fall 
in new approvals was 33%, exceeded only by the third- 
quarter comparison of last year. 


Food Industry Appropriations Up 


The only industry with appropriations higher in the 
first quarter than a year earlier was food. Business de- 
velopments of recent quarters bear out the relative 
stability of this industry. Food prices continue to in- 
crease, and levels of food consumption remain at their 
peak with the aid of income offsets such as unemploy- 
ment compensation and SUB. Under these conditions, 
appropriation approvals by the food industry could be 
reasonably expected to increase. Their first-quarter 
approvals were at a high for the period under review 
(see chart). 


Durables vs. Nondurables 
The year-to-year cutbacks in new appropriation ap- 
provals were particularly sharp in the durables indus- 
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Nondurables’ Appropriations Hold Up Better 
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tries. Every industry group reported lower appropria- 
tions compared with the year-ago quarter. Only in the 
fabricated metals industry was the drop of modest 
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dimension. In every other industry the decline was at 
least 40%, and in three industries it exceeded 60%. In 
iron and steel, nonelectrical machinery and stone, clay, 
and glass, the appropriation declines were the largest 
to date. 

Approvals by the soft-goods sector were down in 
every industry, aside from food, by at least 25%. In the 
textile, paper, rubber and the petroleum industries, new 
appropriations were off by the largest proportions in the 
four years under review. 


Quarter-to-quarter Comparison 


Further perspective on current trends can be obtained 
by quarter-to-quarter comparisons. For all companies, 
the increase in approvals from the fourth to the first 
quarter this year was about half the increase over the 
same quarters a year earlier. 

For the durables industries, new appropriations de- 
clined over the two most recent quarters this year; four 
quarters earlier they were steady. New appropriations 
from the fourth to the first quarter of 1958 in the fabri- 
cated metal products industry rose by the same per- 
centage as a year earlier. Approvals in the transporta- 
tion equipment industry rose over the most recent 
periods, while a year earlier they declined. The nonauto- 
motive segment was responsible for this more recent 
favorable showing. 

Apparently, the increase in defense orders to the air- 
craft companies has begun to influence their rate of new 
appropriations, although compared with a year earlier 
they were still down. In the electrical machinery indus- 


try, the most recent quarter-to-quarter change was 
much less than a year earlier. In contrast, the metals, 
nonelectrical machinery, and stone, clay and glass in- 
dustries reported more severe declines from the fourth- 
to the first-quarter rate of new approvals than over the 
corresponding year-ago quarters. 

In the soft-goods group, the increase in approvals 
from the fourth to the first quarter was somewhat less 
this time than a year earlier. For food, this most recent 
comparison was decidedly more favorable. The oil indus- 
try’s latest increase was smaller than over the earlier 
corresponding quarters. There was practically no change 
in new appropriations from fourth to first in textiles, 
chemicals and rubber; a year earlier there had been 
sizable gains. Only in the paper industry was a decline 
reported now, with an increase in the same periods 
twelve months earlier. 


The Year Starts Oui Lower 


First-quarter appropriations, corrected for seasonal 
variation where applicable, can be compared with the 
average quarterly flow of approvals in 1957. On this 
basis, first-quarter appropriations were approved at a 
rate almost 30% below the 1957 average, with durables 
off almost one half, and nondurables down by about one 
sixth. 

Every hard-goods industry appropriated at a first- 
quarter rate lower than the 1957 average, with declines 
in the metals industries and in stone, clay and glass in 
excess of 40%. 

All except one of the soft-goods industries started 


Table 1: Estimated Capital Appropriations for the Thousand Largest Manufacturing Companies, Quarters, 1956-1958" 
Millions of dollars 


First Second 
Quarter Quarter 
All Manufacturing 
Openmeibacklopaeemeee serie een deer 8,240 10,231 
Newly approved 20 x ons, .icisevcc ve ole dees 4,909 8,579 
Comniliedions penitent ee 2,807 8,201 
Canceled ene an aren eee 117 136 
Closing) backloga eases ccs ie encore: 10,226 10,477 
[Capital expenditures................. 2,194 2,926 
Durable Goods Industries 
Openimetbacklogoameccmcen. seeds eee 4,946 5,754 
Newly approved 15) a).2 5.c,. sjscjarsintsnt ce 2,459 1,977 
(Commntiedvorispentemme seen one: 1,596 1,740 
Cancel cdl is ca eicl gees topos ars anos GEIS Ahk 63 59 
Closingibacklogaenaiyeriie- cre ecient 5,748 5,927 
[Capital expenditures................. 1,116 1,528 
Nondurable Goods Industries 
Openingibacklog ee EE eerie on ee 3,295 4,476 
Newly approved Guten. tie.ae slime cise 2,451 1,603 
Convmitedionspent ener een enone 1,210 1,461 
Canceled fee ate oe ote eee 5h cae 
Closingibacklog sey seein een 4ATT 4,550 
[Capital expenditures................. 1,078 1,398 


1,425 


Fourth First Second Third Fourth First 
Quarier uarter Quarter Quarter Quarter Quarter 
10,037 9,469 10,839 10,071 8,815 7,600 
3,031 4,536 2,634 1,804 2,258 2,675 
8,559 2,918 3,309 2,962 3,052 2,135 
227 116 205 119 404 400 
9,288 10,944 10,092 8,818 7,600 T741 
3,757 2,855 | 3,354 3,251 3,418 2,276] 
5,565 5,495 5,778 5,383 4,654 4,204 
1,758 1,762 1,327 716 1,149 751 
1,890 1,439 1,633 1,395 1,429 91h 
86 49 85 67 136 165 
5,345 5,780 5,395 4,650 4,221 3,877 
2,071 1,499 1,724 1,596 1,695 1,061] 
4,472 3,975 5,161 4,688 4,161 3,396 
1,273 2.774 1,307 1,089 1,109 1,925 
1,670 1,479 1,676 1,566 1,622 HA} 
142 66 120 62 268 235 
3,943 5,165 4,697 4,167 3,379 3,864 
1,687 1,356 1,631 1,656 1,723 1,216] 


1 Data for 1956 based upon 559 reporting companies; data for 1957-58 based u 
data underlying 1956 estimates see 


( pon 586 reportin; 
he Business Record, March, 1958, p. 88. Comparable data ford 


companies. Industry details may not add 


because of rounding, i 
957-58 available upon request prunding, eee 


u 
Buren: Tur ConrerENce Boarp 
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Table 2: Newly Approved Capital Appropriations for Reporting Companies, 1957-1958! 


Money figures in millions of dollars 


First 
Quarter 

1958 

Mee MuateupaciuNiag. so ETLEL ON oe on, eS oe 1,941 
Durable Goods Industries... ooo... anc cececceccceen, "B34 
Printaryironiand. steels, so:..82 7 «<> 600s oes eoiosn. 130 
Primary nonferrous metals... 2.1.20. . csc... ace. 60 
Electrical machinery and equipment................ 80 
Machinery, except electrical. .............00.c0cccee 75 
Transportation equipment?................0..e0cee. 59 
Stone, clay and glass products...............0000005 44 
Habricated metal products: ¢ «6/0... case c sas 61 
Other durable goods industries’... ................... 26 
Nondurable Goods Industries. .........0 0. cece cee eeees 1,407 
Heodandybevera peas 8 i clshe) ape .riol d=. steers ilelaiahy ance, Somes 96 
pRexighe ml mroduetss, ooo x, <6, 0. 0/<:,cfacsssis;s:010 0, ayerte se ase 29 
Paper and allied products. -. os. .ceces cans clesacece. 46 
Chemicals and allied products...............0.-000: 239 
Petroleum and coal products...............0eece00- 955 
Rubber Productsean. ye cic sais eee See welcome 39 
Other nondurable goods industries*.................. 9 


% Change % Change 


oo First Q. 1958 First Q. 1957 
Fourth Q. 1957 Fourth Q. 1956 

—43 28 50 
—659 —22 i 
—71 —40 — 6 
—49 —38 109 
—52 — 7 —42 
—65 -—14 34 
—61 Q — 6 
—54 —30 34 
—12 85 86 
—41 —42 -—15 
— 33 69 LU; 

5 60 25 
—41 0 61 
— 64 —43 71 
—50 Q 48 
—225 144 212 
—38 0 31 
—61 13 109 


1 Based upon 500 reporting companies. Industry totals may not add up because of rounding 


2 Including motor vehicles Source: THE CoNFERENCE Boarp 


3 Includes lumber products, furniture and fixtures, instruments, ordnance and miscellaneous manufactures 
4 Includes apparel and related products, tobacco, leather and leather products, printing and publishing 


1958 with approvals down from the 1957 average, with 
the oil industry down the least and the paper industry 


down the most. The exception was the food industry, 
with one-third more approvals than its average for 1957. 


A Short Review 


INSTEAD of the plateau which had been proposed as a 
hopeful possibility in the previous quarterly report, the 
appropriations trend deteriorated further in the opening 
months of 1958. The underlying figures were submitted by 
586 companies, another new high in cooperation in this 
the eighth of a continuing quarterly survey of capital ap- 
propriations of the 1,000 largest manufacturing com- 
panies, conducted by THe ConrERENCE Boarp with the 
financial sponsorship of Newsweek magazine. (Reprints of 
earlier reports are available upon request.) 


The Decline in Durables 


The 500 companies reporting for the past thirteen 
quarters showed a decline of 43% in new approvals as 
compared with the year-earlier quarter, the deepest year- 
to-year cut in the history of the survey. The first-quarter- 
1958 level of appropriations exceeded the fourth quarter 
by 28%, but this rise fell short of the usual seasonal upswing. 

The appropriations decline was deeper in the durables 
group, which reported a 59% slide. Only one hard-goods 
industry—fabricated metal products—had a decline 
under 40%. Nondurables fared somewhat better, with a 
fall of 33% from last year; only food showed a small year- 
to-year increase in appropriations, while all the other de- 
clines exceeded 25%, 


Backlogs 


Starting with the third quarter of 1957, appropriation 
backlogs have been showing progressively larger losses, 
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with durables harder hit than nondurables. Total manu- 
facturing backlogs are 31% lower than a year ago, with 
durables off 35% and nondurables down 26%. Outstand- 
ing appropriations are now at about the year-end-1955 
level. For durables, the level is midway between the open- 
ing and closing backlogs of the third quarter of 1955; non- 
durable backlogs are higher than at the end of 1955. » 


Profits and Cancellations 


In the first quarter, preliminary profit figures for manu- 
facturing were down 35% from the corresponding period 
a year earlier, continuing the fall that was first evident in 
the fourth quarter. Undistributed profits have been 
affected even more. 

Cancellations continued at the peak fourth-quarter 
rate. The ratios of cancellations to new approvals in the 
past two quarters were the highest for the past five years. 
Despite this disturbing rise, cancellations were still only 
5% of total backlogs outstanding at the start of the 
year. 

The evidence of the survey points to a decline in capital 
spending extending at least into early 1959. However, 
with backlogs maintaining the 1955 level, spending in 
1958 could be higher than three years ago. In the light of 
the declines in profits over the past two quarters, the 
actual rate of new appropriations is encouraging. Never- 
theless, the continued and widespread declines in appro- 
priation approvals indicate a considerable capital goods 
correction ahead. 
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Percentage of Companies with Higher and Lower 


Appropriations 
I ’56 II 756 III 56 IV ’56 
I 55 Il 55 Ill *55 IV °55 
All manufacturing 
Higher.......... 64 55 50 Ary 
Wowerentecct se: 34 41 44 50 
No change....... Q 4 6 3 
Durables mfg. 
iHigherm aces. = 65 52 AT 49 
WOWETE ys os. 25 es 83 43 46 47 
No change....... 2 5 ff 4 
Nondurables mfg. 
Dai gher een. sre trae 63 58 55 44 
Owermge scares 36 39 41 53 
No change....... 1 3 4 3 
Ill ’57 IV ’57 
Ill 56 | IV 56 
All manufacturing 
Higher......... 4 39 39 
Mowersenscccss 54 57 
No change...... i 4 
Durables mfg. 
i gherere der. oe 35 He 
(Lowertine decatt. 57 60 
No change...... 8 
Nondurables mfg. 
ighersnes ote. 45 
Lowet ns cesen.s 51 
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Further perspective is possible by comparing first- 
quarter appropriations with the rate in the correspond- 
ing quarter in each of the three previous years. In the 
case of all reporting companies and in the hard-goods 
group, the most recent appropriation level was lower 
than in the previous three years. Only in the fabricated 
metal products industry were first-quarter appropria- 
tions higher than in the same period of 1955; in all other 
hard-goods industries the first-quarter-1958 rate was 
lower than in the first quarters of the previous three 
years. 

For the nondurables sector, first-quarter appropria- 
tions were lower than in the corresponding periods of 
1957 and 1956, but slightly higher than in the first 
quarter of 1955. The food industry has just appro- 
priated at a rate higher than in the first quarters of the 
three previous years. For chemicals and miscellaneous 
nondurables, the most recent rate was higher than in the 
first quarter of 1955. In all the other soft-goods indus- 
tries, first-quarter appropriations were lower than in the 
corresponding periods of each of the three earlier years. 


A Number Count 


The diffusion of company appropriations can supple- 
ment and strengthen the analysis thus far expressed in 
terms of dollars. The 500 companies reporting informa- 
tion for the past thirteen quarters have been classified 
into three categories: those with increases; those with 
decreases; and those reporting no change. Here each 
company is counted as one unit, without regard to 
dollar totals. 

The diffusion of companies with higher and lower ap- 


provals bears out the earlier conclusion of a further de- 
cline in the first quarter. The number of companies 
reporting lower appropriations rose to a new high. Also, 
the net difference between the percentage of companies 
reporting higher and lower approvals compared with the 
year-ago quarter increased sharply to —34%. Two years 
ago, this net difference was 30%. 

In the durables group, the number of companies re- 
porting higher appropriations reached its low point of 
the past nine comparisons. The extent to which the 
appropriation drop has affected the hard-goods group is 
evident from the fact that almost 70% of these com- 
panies reported a year-to-year fall in new approvals, 
while less than 30% appropriated at a higher rate. The 
net difference between the percentage reporting higher 
and lower appropriation rates was —41%; the first 
minus sign in this calculation appeared in the first 
quarter of 1957. A year prior to that, this net difference 
was 32%. 

The downward trend in the diffusion of the nondur- 
ables sector has not reached the proportions indicated 
for the hard-goods group. Fewer than 40% of the non- 
durables companies reported higher approvals in the 
first quarter, and just under 60% reported a lower ap- 
propriation rate. The net difference between the number 
with higher and lower approvals was —22% in the first 
quarter; in the first quarter of 1956, the net difference 
was 27%. 

It is clear from these data that along with the “‘bulge”’ 
in new appropriations during the first quarter a year ago 
the recent appropriation drop is widespread, particu- 
larly in the durables group. The diffusion approach adds 
an important dimension to the finding of further 
deterioration. 


Backlogs Slide Further... 


With appropriations falling faster than expenditures, 
the backlog of outstanding appropriations at the end of 
the first quarter was 31% lower than a year ago. Back- 
log losses first appeared on an appreciable scale in the 
third quarter of 1957. Over the past two quarters, the 
year-to-year loss in backlogs has deepened. As was true 
in the earlier quarters, the backlog loss was larger for the 
durables than for the nondurables group. In all cases, 
however, the decline in backlogs is still less than the 
drop in new appropriations. 


Changes in Outstanding Appropriations 


Til °56 IV *56 
i a re \ a7 
AT 23 
41 21 
54 26 


Me ep II °57 Ill 57 IV ’57 I 58 


All manufacturing. . 12 —1 —ll —20 —3l1 
Durables. .......- 6 —7 —15 —25 —35 
Nondurables...... 19 7 — 6 —14 —26 
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Table 3: Outstanding Capital Appropriations for Reporting Companies, 1957-19581 


Money figures in millions of dollars 


SS e) OO e:e}iale! ee /,4inale (6 e/a /e\eielis. @|-6:/alb\iel w.@./ere)i5/a\@) @ 
= ees) (8) 611s ieee) en) 9) 6) eee, e, eles biisiie. al ehile) hice 
eC a ee ae ee ey 
PC CMC UCT NCU TL Se PCT RCT DEEN ACME CRC 


Nondurable Goods Industries 
Hood andubeverdives 4asnn. . of 0 co dole curd cek sh cneasaee. 
Prexitlenialllyproductss o..i cfs cok siists sitsieiiia anv Moe ee iw - 
Paper anduallted productss . xs<.s/00 asses s.cecrte hot aG.e 
Chemicals and allied products 
Petroleum and coal products 
HUI DEL MLOMUCIS A shorn encase Sone cee oe Bees es 
Other nondurable goods industries! 


Number of Quarters of Commit- 


% Chan: i 
First First Bigg, tise Ml. by Out hing Coe ee 
Quarter Quarter Fist Q.1957  |[--———__—_—_—_ 
95: 1957 First Q. 1958 First Q. 1957 
5,974 8,641 —31 Ou 4.1 
2,954 4,564 —35 4.3 4.4 
1,185 1,894 —37 4.5 5.8 
386 658 —Al ool 3.6 
549 690 —20 8.3 5.9 
319 430 — 26 5.4 4.3 
178 353 —50 2.6 2.9 
176 342 —49 29 3.3 
91 107 —15 3.8 2.8 
72 89 —19 2.8 2.6 
8,019 4,077 —26 3.3 3.7 
194 195 —!1 3.3 2.7 
48 106 —55 1.8 2.4 
266 465 —AZ3 3.2 4.8 
1,110 1,608 —3l1 3.9 6.6 
1,269 1,532 —17 3.1 2.6 
104 143 —27 Qi 3.3 
Q7 28 —4 Pel: 2.3 


1 Based upon 500 reporting companies. Industry totals may not add up because of rounding 


2 Including motor vehicles 


Source: Tom ConrERENCE Boarp 


3 Includes lumber products, furniture and fixtures, instruments, ordnance and miscellaneous manufactures 
4TIncludes apparel and related products, tobacco, leather and leather products, printing and publishing 


All industries reported lower backlogs at the end of 
March compared with a year earlier. Among the indus- 
tries with a relatively smaller backlog decline were 
fabricated metal products, food, and petroleum. Indus- 
tries where the backlog drop was in excess of 40% were 
nonferrous metals; transportation equipment; stone, 
clay and glass; textiles; and paper. 


. .. to Year-end 1955 


The level of outstanding appropriations at the end of 
the first quarter of 1958 was essentially at the year-end- 
1955 rate. However, for the durables group, the backlog 
level goes back about midway between the opening and 
closing backlogs of the third quarter of 1955. Only the 
backlogs reported by the two machinery groups and 
fabricated metal products were greater than at the end 
of 1955 (see chart). 

Nondurables backlogs, on the other hand, were higher 
than at the end of 1955. Only the textile, rubber, and 
paper industries reported backlogs at the end of March 
below the level outstanding at the beginning of 1956. 
However, soft-goods backlogs related to the same period 
two years ago (the end of the first quarter of 1956) were 
down by 12%. 

Backlogs during the first quarter were essentially un- 
changed. In each of the three previous years, they in- 
creased by at least $1 billion. Durables backlogs de- 
clined by almost $300 million; in the previous years, 
they had increased each first quarter by at least $250 
million. Nondurables backlogs increased by $300 mil- 
lion in the initial quarter, one third of the increase of 
the previous two years. an 

As in the case of new approvals, further perspective 1s 
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added when individual company behavior is examined. 
As before, the 500 companies were classified into three 
categories: those with year-to-year increases; those with 
decreases; and those reporting no change. The diffusion 
of backlog changes adds emphasis to the further slide 
reported in the dollar figures. Over two thirds of the 
companies reported lower appropriation backlogs at the 
end of the first quarter than they had a year earlier, and 


Percentage of Companies with Higher and Lower Backlogs 


I ’55 


Mighers) enceee 70 53 
TOWET sis.a.6 ad aunane 26 42 
No change....... 4 5 
Durables mfg. 
Higher. secs ees. s 70 54 
Lower)... ..ece0% Q5 40 
No change....... 5 6 
Nondurables mfg. 
Higher. c.acesenc: 68 53 
Lower jens ncese Q9 43 
No change....... 3 4 
I ’57 II ’57 IIL ’57 IV ’57 I ’58 
I ’56 II ’56 Ii ’56 IV ’56 I ’57 
All manufacturing 
Higher n> «0 49 43 38 33 28 
MUO Wel os cc dicta. 48 53 58 61 68 
No change...... 3 4 4 6 4 
Durables mfg. 
agherna. «ens 48 41 35 29 23 
Howetnes. cauaee 48 54 60 64 72 
No change...... 4 5 5 7 5 
Nondurables mfg. 
Higher......... 50 46 42 40 33 
owebs ose: 48 51 55 55 64 
No change...... Q 3 3 5 3 


$10,000 
9,000 RATIO SCALE 
8000 as Fe ° 
7000 Durables’ Appropriation Backlogs Decline 
6,000 
5,000 TOTAL DURABLES 
4,000 a re \ DURABLES RATIO SCALE 
eA ——-. / SS 5 ew 
Ca <S6 ms ad 
3,000}- TOTAL NONDURABLES if —\ 
NONFERROUS 


2,000 


vy METALS — 
Te 


386 
NONDURABLES RATIO SCALE 
oar) 
? rn 
7 9! 
7 ane. 
7? CHEMICALS 
ELECTRICAL 
MACHINERY j"—N 
wd, 549 
—_— 
IRON & STEEL 
Sy TEXTILES sf, 
~ 
ax oa L165 


. STONE, CLAY & GLASS 


ars a 
sees: 


a ,_ TRANSPORTATION 


al EQUIPMENT4 176 
“™ ee, 


RUBBER 
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| te mk 


FOOD 
& BEVERAGES 


178 
3 NONELECTRICAL A= 
poe ey Pe 
~ 
i ~ / 7 319 


Millions of dollars !955 1956 1957 1958 1955 1956 1957 1958 


© Includes coal products Outstanding appropriations reported by 500 companies. See table 4 
Source: The Conference Board A Includes motor vehicles 
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more than a fourth of the concerns had higher backlogs. 
These figures were just about the reverse of the situation 
two years earlier. 

The number of companies with lower backlogs has 
been greater in the hard-goods industries than in the 
nondurables industries. Further, this number increased 
significantly over the 1956-1957 fourth-quarter com- 
parison. For the soft-goods group, too, the deterioration 
in the backlog position is buttressed by the reduction in 


_ the number of concerns with higher backlogs. 


Thus, for new approvals as well for backlogs, the 
diffusion approach strengthens the analysis of a further 
decline in the appropriations sector. 


Backlog Rates at 1955 Level 


With appropriation backlogs declining more than 
spending, the rate of backlog at the end of the first 
quarter was lower than a year and two years earlier, but 
still slightly ahead of the rate at the end of March, 1955. 
The rate of backlog shows for how many quarters the 
appropriation backlog will last at the current rate of 
spending or commitments. 


Number of Quarters of Commitments or Expenditures 
Represented by End-of-quarter Backlogs 


1955 1956 1957 1958 

Teele TIE C TY al IT TIT Tyee ie a Tie 10) oT 

All mfg.. 3.6 3.1 3.4 3.2 | 4.3 3.8 3.8 2.9] 4.1 3.4 3.2 2.5 | 3.7 
Durables. .| 4.2 3.7 4.3 3.6|4.8 4.3 4.6 3.2| 4.4 3.8 3.6 2.9] 4.3 
Nondur 3.1 2.5 2.7 2.7 | 3.8 3.2 3.1 2.5 | 3.7 3.0 2.8 2.2 | 3.3 


The decline in backlog rates was more pronounced for 
the nondurables group than for the durables sector. In 
the latter, the two machinery industries and fabricated 
metal products and “miscellaneous” had backlog rates 
higher than a year ago. In the soft-goods sector, only the 
food and oil industries had higher backlog rates. 

The sharp rise in the backlog rate for the electrical 
machinery industry to a level substantially higher than 
in previous years suggests that some postponement may 
be taking place. If postponement occurs at the time the 
appropriation comes up for board approval, it will show 
up in the survey as a decline in approvals. However, if 
postponement occurs after the appropriation is ap- 
proved, then it can only be deduced. Such a deduction 
can be drawn when backlogs, and in particular backlog 
rates, rise relatively sharply as expenditures and appro- 
priations decline. The magnitude of the backlog rate 
rise in the case of electrical machinery raises the ques- 
tion of postponements. Expenditure and appropriation 
developments over the succeeding quarters will deter- 
mine whether or not the deduction is correct. 


Capacity Problem Intensified 
With industrial production declining in the fourth and 


‘first quarters, the excess capacity problem becomes in- 


tensified. Unused capacity which was already sizable in 
the fourth quarter of last year increased further in the 


JUNE, 1958 


MILLIONS 
$800 


219 


opening months of 1958. In the face of continued addi- 
tions to capacity and declining output, new approvals 
for further capacity would naturally be viewed with 
skepticism. To the extent that inventory cutbacks 
might become inventory additions toward the end of 
this year, some of this excess capacity could be utilized 
and this source of downward pressure on appropriation 
approvals would moderate. However, it is becoming 
clearer that the current correction of this excessive 
investment inventory is being measured in terms of at 
least a year, and probably more, rather than in terms of 
months. 


SURVEY HIGHLIGHTS AND INDICATIONS 


The evidence provided by the capital appropriations sur- 
vey points to a continued decline in manufacturers’ capital 
spending through this year and into early 1959. The less-than- 
seasonal rise in appropriations, the sharp negative compari- 
son with the year-ago quarter, the continued decline in 
backlogs, the wide diffusion of declines in company appropri- 
ation approvals and backlogs, and the adjusted increase in 
cancellations, all add up to further deterioration in the capital 
goods sector. 

The appropriations decline has been particularly severe 
for manufacturers of durable goods. Their demand has fallen 
off sharply, and their profits have declined even more. Here 
the course of approvals has been steadily downward since 
the fourth quarter of 1956. With the durables backlog rate 
greater than four quarters, the foreshadowed decline extends 
into early 1959. 


Operations and Appropriations in the 
Iron and Steel Industry 


NEW APPROPRIATIONS 


ts (UNADJUSTED) 


EXPENDITURES 


ind (SEASONALLY ADJUSTED) 


400 


300 


-200 


PER CENT 


OF CAPACITY 


I eV IN INA ee tte he 
1955 ~ 1956 1957 1958 


Sources: The Conference Board; The American Iron and Steel Institute 


Table 4: Capital Appropriations for Reporting Companies, 1955-1958, by Quarters! 


Millions of dollars 


1957 1958 


First | Second | Third | Fourth | First | Second | Third | Fourth | First Second | Third | Fourth | First 
Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter Quarter | Quarter | Quarter | Quarter | Quarter 


1955 1956 


ALL MANUFACTURING 


Openingibacklogie.c4-c2 5.4220 3,656 | 4,688 | 5,002 | 5,407 | 6,040 | 7,708 | 8,158 | 7,928 | 7,476 | 8,635 | 8,039 | 7,065 5,940 
INewlysapproved..cc..q-085- <2. 0: 2,415 | 2,018 | 2,039 | 2,620 | 3,516 | 2,687 | 1,964 | 2,265 | 3,400 | 1,947 | 1,320 | 1,521 | 1,941 
Committed or spent... .--025.+... 1,299 | 1,637 | 1,574 | 1,890 | 1,779 | 2,154 | 2,088 | 2,568 | 2,127 | 2,390 | 2,217 | 2,336 1,607 
Canceled Aes. Made tee ee wes 79 78 61 106 71 89 100 172 &0 160 89 301 298 
Closing/backlog een arr ore ete 4,689 | 4,994 | 5,406 | 6,038 | 7,704 | 8,157 | 7,928 | 7,452 | 8,641 | 8,050 | 7,068 | 5,938 | 5,974 
{Capital expenditures............ 1,094 | 1,410 | 1,417 | 1,812 | 1,474 | 1,991 | 2,035 | 2,614 | 2,018 | 2,421 | 2,412 | 2,594 1,697] 


Opening backlogiye 214. Aenean 1,901 | 2,354 | 2,698 | 3,098 | 3,551 | 4,292 | 4,665 | 4,402 | 4,309 | 4,562 | 4,316 | 3,757 | 3,221 
Newly approved................ 1,036 | 1,097 | 1,156 | 1,486 | 1,654 | 1,481 753 | 1,304 | 1,311 971 531 686 534 
COnimuted OTs DENt etre mn: meee eee 555 736 716 978 891 | 1,075 962 | 1,328 | 1,027.| 1,145 | 1,052 | 1,099 691 
Canceled ss ter temienrs «te <ieye ara 26 21 25 58 28 32 50 67 30 62 50 99 109 
Glosin gi backlog ie aie e: <.2custie ares 2,354 | 2,698 | 3,114 | 3,547 | 4,288 | 4,663 | 4,400 | 4,307 | 4,564 | 4,327 | 3,754 | 3,236 | 2,954 
[Capital expenditures............ 457 544 605 836 682 959 992 | 1,362 | 1,013 | 1,207 | 1,180 | 1,283 783] 


Dvuras_e Goons INDUSTRIES 
Primary iron and steel 


Openingibacklogs. ga... -oase 660 965 | 1,168 | 1,229 | 1,552 | 1,774 | 1,855 | 1,718 | 1,773 | 1,894 | 1,805 | 1,565 | 1,326 

Newly. APPLOVed « os .< shiney se 426 378 259 649 469 402 165 479 451 316 176 Q17 130 

Committed or spents2—....-2--.. = 120 175 196 308 247 317 300 416 329 402 405 437 263 

Canceled 5G SSS SAO a een eee a a a 16 1 4 Q 8 1 3 12 6 9 

Closing backlog. yseecicern eee: 965 | 1,168 | 1,231 | 1,552 | 1,773 | 1,855 | 1,718 | 1,772 | 1,894 | 1,805 | 1,565 | 1,340 | 1,185 

[Capital expenditures............ 107 157 166 Q41 192 289 Ril 472 325 425 430 480 285] 
Primary nonferrous metals 

Opening backlog... .aceceete + hs 173 237 267 393 409 552 903 842 729 658 692 534 459 

N ewly approved Sh site: toyah eu Sueuk chy eye's 114 91 208 142 QQ7 489 73 56 117 199 25 97 60 

Committed or spent.........-.... i 50 64 76 122 78 130 1384 157 185 158 180 153 124 

Cancded. 2. cece case e ences oes a 3 4 2 6 9 E | 12 7 4 19 9 

@losingibackloge melee eee 237 267 395 410 551 903 841 729 658 692 534 458 386 

[Capital Expenditures............ 46 50 62 82 75 96 116 140 156 191 188 182 114] 
Electrical machinery and equipment 

Opentngabacklog peceer acca ee eer 355 341 346 381 397 487 511 547 650 690 612 620 547 

Newly. APDLOVEC Mt ge crass ees 89 101 124 155 185 168 160 287 166 84 133 86 80 

Committed or spent.............. 93 &8 &3 123 92 135 118 162 116 130 123 188 66 

C anceled arctic ers ayacer ss. edetayettnnate ls alana 7 7 8 20 5 7 6 20 10 22 11 21 1% 

Closingibacklog meester elect re 344 346 380 393 487 611 547 650 690 622 620 547 549 

[Capital expenditures............ 78 76 80 119 68 113 129 172 94 123 121 159 79] 
Machinery except electrical | 

@peningibacklogiyn..c 4. gas. see: 230 230 199 195 208 342 338 315 317 | 431 417 387 359 

Newly approved Bic acm co OO 91 73 61 91 211 79 69 161 216 121 49 87 75 

Committed or spent.............. 8&2 100 60 70 76 8&3 8&9 147 100 118 79 105 59 

CONGAGD rete tree Mresimabe din hah > 12 2 il v4 8 2 2 u) 8 oh 2 9 56 

Closingibacklogaha. eee eee 228 201 199 209 339 336 315 320 430 417 384 359 319 

[Capital expenditures............ 55 59 54 74 67 aa 75 108 94 105 123 145 88] 
Transportation equipment including 

motor vehicles 
Opening backlog. oo .00..:025.-. + 182 228 $15 420 463 wy 486 387 348 333 353 
320 4 

Newly APPROVECM satan nets ecte 3 139 292 300 259 282 116 104 162 153 116 44 < ee: 

Committed or spent. ............- &6 201 187 210 249 208 188 167 121 144 104 100 69 

Canceled vice ot san nin aie ene es 6 8 11 5 10 Kf z 10 11 6 13 16 3 

Closing backlog aaa ee aoe sek 229 312 417 464 486 3887 346 332 353 320 Q47 190 178 

[Capital expenditures............ 79 92 124 157 150 201 213 207 174 166 133 139 89] 
S ee clay and glass products 

pening ibacklogeemmmnn rican 228 239 289 355 381 446 467 441 349 339 95 
Newly approved... ....0h. 06+. 90 120 149 114 163 145 126 71 95 80 86 ar ar 
eee OnSPent. tain. oe 7 71 8&9 96 124 125 165 103 119 94 95 61 
led a en ae ae oe eee a ii 2 2 23 3 1 6 

Closing backlog................ 237 | 290] 368| 379| 446] 467| 441| 343] 3421 996 ose a7 ne 

Capital i 

[Capital expenditures............ 45 64 75 108 86 127 125 148 103 115 110 104 64] 
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Table 4: Capital Appropriations for Reporting Companies, 1955-1958, by Quarters!—continued 
Millions of dollars 
1955 


First | Second | Third | Fourth | First | Second| Third | Fourth} First | Second | Third Fourth | First 
Quarter | Quarter | Quarter | Quarter | Quarter | Quarter Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter 


1956 1957 1958 


Fabricated metal products 


Opening backlog. oes a sown eo. 26 50 47 61 87 133 127 108 76 107 87 68 55 
N ewly approved ..4.0%. see 2 48 15 34 54 74 32 Q1 Si 69 Q1 15 33 61 
Committed or spent.............. 23 LT 20 26 28 36 $1 66 38 41 3h 36 2h 
Oe i eee Saneey eee a 1 a a 1 1 7 il il a a 10 1 
@losing\backlog.. ..fS4.u-. HbA... 51 47 61 86 132 126 108 78 107 87 68 56 91 
[Capital expenditures............ Q7 21 20 26 92 30 33 51 36 48 40 89 31] 
Other durable goods industries* 
Opening backlog.......... oh Se 48 63 67 64 55 72 79 83 81 89 88 Ui. 75 
Newly approved SoAAee vicak cee cd: 38 Q7 Q1 24 44 50 35 52 44 35 24 45 26 
Committed or spent.............. 22 23 23 380 25 42 28 48 3h 33 82 3h 26 
Canceled Si. EIT aca eee i 1 a 4 1 1 i 4 il 1 2 6 g 
Closing backlog sens ws oo ew: 63 66 64 54 72 79 83 80 89 88 77 75 72 
[Capital expenditures............ 20 Q4 24 29 QQ 26 30 44 31 34 35 35 32] 
NonpuraB_LE Goons INDUSTRIES 
Opening backlog................ 1,755 | 2,334 | 2,303 | 2,309 | 2,489 | 3,417 | 3,493 | 3,526 | 3,166 | 4,073 | 3,723 | 3,308 | 2,719 
INewiwapproved .f).. oases uspisu- 1,379 921 883 | 1,134 | 1,862 | 1,206 | 1,211 961 | 2,089 975 789 835 | 1,407 | 
Committed or spent.............. TAL 901 859 912 888 | 1,080 | 1,126 | 1,241 | 1,099 | 1,245 | 1,165 | 1,238 916} 
OMECUSAD a nae pies se pain 54 58 36 48 43 57 50 105 49 98 39 202 190 
@losmp packlog 469%, Ws. oa/ «06. 2,335 | 2,296 | 2,292 | 2,491 | 3,417 | 3,493 | 3,528 | 3,145 | 4,077 | 3,724 | 3,314 | 2,702 | 3,019 
[Capital expenditures............ 637 866 812 977 792 | 1,032 | 1,043 | 1,252 | 1,004 | 1,214 | 1,232 | 1,311 915] 
Food and beverages 
Opening backlogs <2 =i. fac as 157 166 144 151 177 205 213 182 179 195 166 181 160 
Newly approved.............--. 68 48 63 15 84 82 40 "3 91 52 85 60 96 
Committed or spent.............. 61 67 55 47 56 69 69 73 71 77 68 69 59 
CELE <7... DEI. 8. Bd ate ee As 2 2 2 4 2 2 4 4 g 3 2 18 3 
Closing backlogya.i1./<2)aee+ e00o7 172 144 150 175 204 216 180 179 195 166 181 160 194 
[Capital expenditures............ 51 55 55 52 48 68 Wp 80 66 83 76 70 58] 
Textile mill products 
Opening backlog... .ccters sieer~ </= 66 89 115 127 116 170 157 141 115 103 89 70 55 
Newly approved. ............... 61 55 40 33 95 36 34 23 37 99 22 QQ 22 
Committed or spent.............. 25 31 37 43 39 50 50 47 45 42 38 36 27 
Canceled free Rite cio ore acer. 4 Lh 1 1 1 2 g 1 iL 2 1 g 1 ba 
losing backlog) 2. . 5 act des oe 88 111 116 D7 170 154 140 116 106 89 71 56 48 
[Capital expenditures............ 19 26 33 39 88 45 49 57 40 42 40 41 30] 
Paper and allied products 
nie fe hac ne eee Cee ee 180 225 248 Sy 386 486 487 479 439 465 375 312 307 
Newly approved. .............-- 94 95| 126] 146] 189 s9 | 141 75 | 198 42| 46| 801 46 
Committed or spent.............. 48 68 67 79 8&9 88 148 114 97 126 104 99 8&3 
COME SGTAIDN han >, UE One OG ER 1 7 2 2 1 a 1 3 4 6 5 if 
Glosing/ backlog seyis). ase k osiks site's 225 Q45 305 386 485 487 A479 439 465 375 BBs) 286 266 
{Capital expenditures............ 45 58 62 83 74 100 108 122 100 120 112 113 81] 
hemicals and allied products 
" Oscuing backlog. io Bsa plane Oeiee Aihts §21 520 560 586 769 925 | 1,074 | 1,355 | 1,378 | 1,608 | 1,549 | 1,421 | 1,217 
Newly approved................ 148 192 198 366 343 398 546 323 A479 313 239 Q34 939 
Committed or spent............+- 185 14h 156 178 178 236 245 294 243 824 357 409 284 
CORCELEU ra AA oie. 5) 8 Sie = Freed eis aes 18 9 4 i) eh 13 15 28 3) 49 6 28 61 


924 | 1,075 | 1,360 | 1,355 | 1,608 | 1,548 | 1,425 | 1,217 | 1,110 


[Capital expenditures............ 130 143 143 192 176 229 230 300 248 327 366 417 286] 


Petroleum and coal products 


inp WACO MIG Mais ovine’ soles 764 | 1,249 | 1,149 | 1,021 918 | 1,445 | 1,379 | 1,203 908 | 1,531 | 1,366 | 1,152 844 

Re seared Ofesoirt tetagehe loko tel oleit 960 ATT 395 436 | 1,039 536 404 407 | 1,268 466 331 392 955 
Committed or spent...........+.. 455 546 500 505 481 571 653 639 588 610 528 552 411 

’ Canceled. ne tae oem ox dioi eneyar® aisis 2 18 32 25 36 25 36 28 67 29 38 23 147 119 


Closing backlog’. fon... cnn. 1,250 | 1,149 | 1,019 925 | 1,447 | 1,380 | 1,203 910 | 1,532 | 1,368 | 1,153 845 | 1,269 


[Capital expenditures............ 363 539 480 553 416 532 529 622 493 576 572 600 409] 
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Table 4: Capital Appropriations for Reporting Companies, 1955-1958, by Quarters!—continued 


Millions of dollars 
Oe a ee es SS SS Se eS ee 


1955 


First | Second | Third | Fourth 


First | Second 


1956 1957 1958 
Third | Fourth | First 


Third | Fourth First | Second 


Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter Quarter | Quarter | Quarter | Quarter | Quarter Quarter 


Rubber products 
Openingibacklogss. seat ee 59 75 78 91 
Newly approved...............- 40 47 55 69 
Committed or spent...........+.. 25 38 37 49 
(ORIGE A im cio OOO OOOO Cae 2 6 2 1 
Wlosing backlogaa-saco2 vase. a 73 78 94 110 
[Capital expenditures............ 25 37 33 46 

Other nondurable goods industries* 
Opening backlogea amine neuen ees Ff 11 10 11 
Newly approved................ 8 7 ff 9 
Committed or spent.............. 4 8 6 12 
Camicel ech rceicghiascts vies tieninats vente Suave a a a a 
Closing backlog.) jeer ll 10 11 8 
[Capital expenditures............ 4 8 6 12 


114 168 163 147 129 143 153 135 106 


92 49 36 48 63 3 i 39 39 
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1 Based upon 500 respondents. Industry totals may not add up because of rounding. Opening backlog is defined as approved capital appropriations outstanding at beginning of 
quarter. Closing backlog is defined as approved capital appropriations outstanding at end of quarter 

2 Includes lumber products, furniture and fixtures, instruments, ordnance and miscellaneous manufactures 

3 Includes apparel and related products, tobacco, leather and leather products, printing and publishing 


a Less than $500,000 


With each passing quarter, the drop in appropriation 
backlogs has widened, though the backlog level is still equal 
to that prevailing at the end of 1955. It is therefore true that 
1958 spending could be higher than three years earlier. 

However, the backlogs are being used up at a fast clip, 
since the decline in spending is much more gradual. It would 
take only two quarters of adjusted backlog declines in the 
durables industries to wipe out entirely the backlogs remaining 
from the 1955-1956 investment boom. For the nondurables 
group, three more quarters of adjusted backlog declines at 
the first-quarter rate would also see the end of the 1955-1957 
backlog gains. 

The maintenance of the fourth-quarter rate of cancellations 
in the early months of 1958 suggests a significant rise, after 
rough adjustment for seasonal factors. Over the past two 
quarters, a tenth of the backlogs has been removed via the 
cancellation route. While this has been a disturbing develop- 
ment, it nevertheless suggests that the remaining backlogs are 
at a realistic level, since they have withstood the impact of 
six months of falling production and profits. 


Y 


The actual rate of new appropriations is encouraging in 
the light of the declines in profits over the past two quarters, 
and, in particular, undistributed corporate profits. Practically 
all the companies in the survey continue to appropriate, and 
a number are even increasing their approval rate. Neverthe- 
less, the decline in undistributed profits raises the question as 
to what will happen to the rate of spending toward the end 
of this year when the remaining backlogs may have been 
reduced further. If the backlogs of unspent appropriations 
continue to decline, thus moderating the spending drop, then 
an adverse profits picture could threaten even the lower rate 
of spending foreshadowed at year end. 

The appropriations trend through the first quarter of 1958 
still points to considerable capital goods correction. How 
much further this difficult adjustment has to go, and how much 
more severe it can get, may be answered in part by the rate 
of new appropriations, and cancellations, reported by the 


Source: Tue ConFERENCE Boarp 


second-quarter survey. In the meaniime, it is well to remember 
that, of all the major industry groups aside from railroads, the 
manufacturing sector is currently suffering the severest capital 
goods setback. In other sectors of the economy, particularly 
utilities, capital goods spending is much steadier. 


Morris CoHEeNn 
Martin R. GAtnsBRUGH 
Office of the Chief Economist 


Business Forecasts 


Appliances 


The Iron Age (May 8)—“. . . while the industry’s produc- 
tion begins climbing, its capital spending in 1958-1959 will 
drop about 30%-35% from the record 1956-1957 levels. This 
is no cause for viewing this capital goods market with alarm. 
The expansion cutback is not unexpected nor is it unprece- 
dented. 

“The 1956-1957 period marked the high point in an appli- 
ance industry building boom that began in 1953. It is phasing 
out now—a period when the industry is operating at an esti- 
mated 55%-60% of capacity. . .. 

“In any case, spending by the appliance industry will con- 
tinue through both 1958 and 1959, at higher levels than in 
either 1949 and 1952, and probably exceeding those years by 
about 15%. Spending this year and next is expected to equal 
the 1949-1956 average annual outlay. . . .” 


Food 


Paul S. Willis, president, Grocery Manufacturers of Amer- 
ica, Inc. (as reported in News from GMA, May 20)—“. . . the 
food industry’s business so far this year is ‘even better than we 
had projected at the end of 1957... . We expected that 
total food consumption would rise to about $79 billion in 1958, 


(Continued on page 227) 
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Business Highlights: 


BREATHING SPELL FOR BUSINESS 


accumulated that the rate of decline in general 
business conditions had fallen sharply —perhaps 
to zero in many general measures of activity. 

Throughout a broad range of raw materials industries, 
production rates appear to have stopped falling in April 
and May, and here and there something resembling an 
uptrend has occurred. Steel production seems to have 
reached a trough about mid-April, and the production 
rate has since been rising at about 50,000 tons a week; 
the weekly rate of petroleum production has not de- 
clined for about a month. 

In both these industries, current production rates are 
yielding an extremely rapid runoff of inventory, so that 
the outlook is temporarily improving rather than deteri- 
orating (petroleum output is now expected to rise sig- 
nificantly during the summer). In the past six weeks, 
lumber production has maintained a normal seasonal 
rise, and even automotive output has temporarily 
stabilized (it is scheduled to fall much more than sea- 
sonally in the third quarter, but this decline has been 
planned for some time, and will not present any new 
evidence on the business trend). 


TEMPORARY IMPROVEMENT 


In many other weekly indicators—paper and paper- 
board production, electric power output, coal output, 
signs of further weakening in the production rate per- 
sist, but the mixture of trends in weekly production 
indicators is clearly better than it was two months ago. 
It suggests that the industrial production index is now 
falling only very slightly, if at all; the broad, parallel 
declines in virtually all industries that accounted for the 
three-point monthly drops in the index in the first quar- 
ter no longer appear in the figures. 

The coverage of weekly production statistics is heav- 
ily concentrated in major raw materials industries, 
where product is homogeneous and therefore readily 
measured. In the so-called secondary industries, 
which are the users of raw materials in fabricating 
processes, production data are not available weekly, and 
even the monthly data for April and earlier months 
must be considered tentative approximations. In these 
fabricating industries, the trend of production has prob- 
ably not leveled out so emphatically as in the raw 


B: LATE in May some convincing evidence had 
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materials industries—a conclusion that is supported by 
continuing large holdings of finished goods inventories, 
in the face of sharply lowered sales rates. But even al- 
lowing for some further decline in the broad area of 
finished goods output, total production activity, as it is 
reflected in the Federal Reserve’s index, appears to have 
passed definitely beyond the spasmodic stage of decline. 


LESSENED IMPACT ON INCOMES 


As production rates have begun to stabilize, the im- 
pact of falling output on incomes has also abated. The 
labor income component of the Commerce Depart- 
ment’s monthly personal income figure fell slightly in 
the fourth quarter of 1957, more rapidly in the first 
quarter of 1958; the rate of decline has apparently 
slowed in the second quarter. Wage and salary payments 
in commodity-producing industries were falling at a 
$2-billion annual rate in January and February; in 
March and April the declines averaged less than half a 
billion dollars a month. In both months, increases in 
transfer payments, government payrolls and farm pro- 
prietors’ incomes more than offset the decline in indus- 
trial payrolls, and total personal income actually rose 
slightly. Judging from what little can be known of 
of the rate of retail trade, it too appears to have come 
to rest, at least temporarily, in the range of $16 billion 
a month. 

Standard collections of leading indicators are now 
tracing out the same tentative conclusion. In April, 
at least two of the eight series classified as “leading” 
by the National Bureau of Economic Research were 
clearly in a stage of continued decline; these were new 
incorporations and business failures. Stock prices and 
residential building contracts, on the other hand, were 
more or less clearly in an uptrend. Raw materials prices 
and nonresidential building were behaving equivocally, 
and the remaining two series—new orders in durables 
industries and the average workweek—seemed at least 
to have slowed their rate of decline. 

Tue ConFreRENCE Boarp’s diffusion index has been 
behaving erratically over the past several months, and 
as calculated on a regular basis declined in April to 
about its lowest point of the recession (see box). How- 
ever, the computation of the index contains a deliberate 
lag, to reduce the likelihood of premature determination 
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of turning points. Recalculation of the index without the 
lag would indicate an improvement in April.! 

Limited as it is, the collection of business statistics 
available for April and early May provides sufficient 
grounds for a tentative conclusion. What they suggest, 
and strongly, is that the initiating declines of the past 
eight months are over: the business trend has come to a 
significant pause. The dominant characteristic of the 
recession thus far has been inventory reversal—into 
the most rapid liquidation on record; and liquidation at 
the most rapid rate on record is now as fully worked into 
the business statistics as it can get. For the next six 
months, it is about as justifiable a premise as is ever 
possible in forecasting that inventory demand is now 
passing from a negative influence through neutral, and 
will become a gradually increasing element of strength 
in the outlook. 

One of the supports which the business trend has now 
run into is thus the end of acceleration in inventory 
runoff. A related support has been the absorption of 
income losses by the business sector and the govern- 
ment. The result is that a decline of roughly $20 billion 
in national output has been associated with a decline of 
perhaps no more than $3 billion in disposable personal 
income. This cushion has helped to maintain the general 
level of consumption, and has thereby facilitated liqui- 
dation. Within this limited area, the behavior of busi- 
ness in 1958 has not been much different from 1954. 


SIX-MONTH BALANCE SHEET 


For purposes of reappraising the outlook, a reason- 
able starting assumption would seem to be that the 
floor which the business trend has now encountered is a 
fairly dependable support for the next six months. That 
assumption, if correct, frees the analyst to turn his at- 
tention to a whole new set of problems. In effect, the 
assumption amounts to saying that those recessionary 
influences present in 1958 which were also present in 
1954 have exhausted themselves. Business conditions 
now appear to have a six-month breathing spell in 
which to develop a new set of cumulative tendencies, 
either upward or downward. Exploration of these tend- 
encies is the forecaster’s most pressing assignment. 

If a plateau of several months’ duration develops 
around the current level of the industrial production 


1The eight indicators referred to above were selected by the 
National Bureau of Economic Research, on the basis of exhaustive 
timing studies. The twelve indicators entering into the Board’s diffu- 
sion index were chosen, several years ago, for their continuing impor- 
tance as measures of business conditions. It may be worth noting that 
a series called “new orders for machine tools,” which received atten- 
tion in some quarters a few months ago because it rose from January 
to March, fell to its lowest level of the year in April. While this series 
may be a leading indicator at times (almost always at peaks, rather 
than troughs), and is certainly a useful statistic, it was badly mis- 
used as a short-term leading indicator of recovery in early 1958 


index, a number of strengthening and weakening influ- 
ences will be playing on business conditions at the same 
time. Most notable among the favorable conditions will 
evidently be a continuing runoff of inventory. All the 
devices by which inventory trends can be projected into 
the future suggest a high rate of liquidation in the 
second quarter, and perhaps only a slightly less high 
rate in the third quarter. 

Also implied is a change in the composition of liquida- 
tion within the manufacturing sector, with in-process 
inventories declining much less rapidly, and raw mate- 
rials and finished goods stocks (most particularly the 
latter) falling more rapidly. Under these conditions, the 
structure of inventories will be undergoing a character- 
istic readjustment, and inventory-sales ratios will be 
falling—something they have yet to do in the statistics 
available as of mid-May. 


Less Instalment Credit Outstanding 


A second favorable development during the plateau 
that lies ahead is likely to be a continuing decline in the 
volume of instalment credit outstanding, as extensions 
of new credit continue to run below the repayment rate. 
At the present level of automobile sales, instalment 
credit outstanding is falling at about a $2-billion annual 
rate. If automobile sales do not improve during the 
summer and fall, and virtually everybody agrees that 
improvement is now not more than a pallid hope, out- 
standing debt in the fall of 1958 will be at least some- 
what below the level of a year earlier. The debt burden 
will thus have another six months of seasoning and read- 
justment—the most significant readjustment since 


World War II. 


Offsetting Trends 


A third favorable influence involves certain offsetting 
trends that are likely to be present during the general 
stability of the next six months. By the fall, capital 
goods deliveries will evidently have reached a level 
sharply lower than their peak level of mid-1957—per- 
haps 20% lower. They will thus have returned to a point 
not much above the peak delivery rate of mid-1953, in 
terms of current dollars, and doubtless will be below the 
mid-1953 rate in terms of physical volume. As capital 
goods spending falls to or below a $30-billion annual 
rate, it will at least have rid itself of much of the heavily 
anticipatory spending for new capacity that was present 
in the rate during 1957. In this sense, the spending rate 
may be approaching a more supportable level, and the 
composition of deliveries will be less weighted by addi- 
tions to capacity, and more weighted by cost-reduction 
programs. At the same time, the last half of this year is 
likely to see a rebuilding of corporate liquidity. Assum- 
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Eight Sensitive Business Indicators 
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ing no further decline in profits from their current rate, 
(an assumption which, business executives will ruefully 
agree, could hardly be called optimistic), the corporate 
cash flow will be benefiting from inventory liquidation, 
declining capital outlays, and a rate of corporate tax 
payments at least no higher than tax accruals. (In the 
first half of 1958, tax payments have run substantially 
higher than accruals and have been an important drain 
on cash.) Depreciation allowances are also rising, at 
almost a $2-billion annual rate, and will be contributing 
further to the improvement in corporate liquidity. 


Likelihood of More Housing Starts 


Finally, while the corporate sector will thus be re- 
covering a little from the shock of the collapse of earn- 
ings, the decline in plant and equipment spending may 
be partly offset by a rising rate of housing starts, which 
is now foreshadowed in the available figures on FHA 
and VA operations. There remain large doubts about a 
permanently supportable level of housing starts, at the 
present level of building costs, but it is hard to ignore 
the possibility that at least a temporary bulge in the 
starts rate is implicit in current housing legislation. 
Whether the forcing of the housing market into another 
hothouse bloom through credit leniency is desirable 
from a longer-term viewpoint, its expansion over the 
short term would help to cushion the impact of falling 
plant outlays on the construction industry and its sup- 
plying manufacturing industries. A further mild support 
is also likely to develop in government spending. By 
late in the year, the combined outlays of federal, state, 
and local governments are expected to be perhaps $3 
billion-$4 billion higher than in the first quarter. 


THE PICTURE FROM THE OTHER SIDE 


If this analysis of developments by sector turns out to 
be reasonably accurate, its net consequence will be that 
a healthy adjustment will continue in capital goods 
demand and in consumer durables demand, while total 
activity holds fairly stable. But it is also necessary to 
recognize that stable total output for another six 
months, at approximately current levels, may generate 
some unpleasant side effects. Those who foresee a fur- 
ther decline at the end of the plateau (or a further de- 
cline after a brief revival at the end of the plateau) take 
their argument mainly from these side effects. 

In the first place, six more months of activity at 
present levels implies no reduction of unemployment. It 
thereby implies increasing exhaustions of unemploy- 
ment benefit rights, and increasing exhaustions of liquid 
asset holdings on the part of the unemployed. Expecta- 
tions in the personal sector! could hardly be counted 


_ During the six months of plateau at the bottom of the 1954 reces- 
sion, expectations in the personal sector finally improved. However, 


upon to improve during such a peried, and might 
deteriorate further. 

Secondly, another six months of current operating 
rates could conceivably strike at capital values. Capital 
appreciation in securities (and in homes) has been a 
major element in the strength of postwar demands, dur- 


Diffusion Index Drops 


THE CONFERENCE BOARD'S diffusion index feli in April, to an 
estimated —4.17. The deciine more than offset the gain in 
March, and brought the index back to about its lowest level 
of the current recession. 

Eleven of the twelve components declined, with only indus- 
trial stock prices rising. The number of components in a state 
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of continuous decline for six months or more increased from 
five to seven, as business failures and production of paper 
and allied products weakened further. Spot commodity prices 
turned downward, after rising in the two previous months. 

The diffusion method of summarizing the behavior of a large 
number of individual indicators is described in the Board's 
Technical Paper Number Five, “Cyclical Diffusion: A New Tool 
for Business Analysis." A revision of the original index, as 
described in the Technical Paper, appeared in the May, 1957 
issue of The Business Record. A more comprehensive indicator 
of nonresidential construction awards has recently been 
incorporated into the index back to January of this year; the 
new series, covering forty-eight states, replaces the thirty- 
seven state series formerly included.—J. R. 
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ing recession and expansion alike. If either of these 
assets should weaken in price, the effect on both the 
personal and business sectors could be considerable. 

Finally, there is some evidence that the decline in 
demand already experienced is placing increasing pres- 
sure on the general commodity price level. If this pres- 
sure should result in a clear downtrend in wholesale 
prices over the next six months, the result might well be 
a decisive further decline in business expectations, and 
further downward revisions in capital spending and 
employment prospects. 

The healthy developments during the six months of 
plateau that appear to lie ahead thus take the form of 
individual adjustment in individual sectors, while the 
possible bad news is of a general, environmental char- 
acter. This distinction can now serve as a distinction 
between the bearish and bullish viewpoints of 1959. The 
bull must rest his case on the proposition that 1958 is 
1954, only much more so; the bear will look for his 
confirmation in a general deterioration in prices, capital 
values and expectations over the next six months. 

It might be noted that a growing number of analysts 
are contemplating a kind of middle-of-the-road view of 
1959. The rationale of such a view is that the short-term 
aspects of this recession (notably the behavior of inven- 
tory demand) have moved so rapidly that they are ex- 
hausting themselves well before an adjustment has been 
completed in such longer-term demands as capital 
spending. If this formulation is correct, late 1958 and 
early 1959 might witness a short-term revival, occurring 
in a generally unfavorable atmosphere of longer-term 


postwar adjustments. 
ALBERT T. SOMMERS 


Division of Business Analysis 


they were assisted by tax cuts, and by substantial capital gains accru- 
ing to individuals from the sharp rise of securities prices in that year 


1 With respect to homes, the price situation may merit close watch- 
ing. In contrast with the situation a decade or even a half decade ago, 
a very large proportion of new home buyers must now sell an old 
home. A forcing of new residential construction in 1958 may thus be 
accompanied by a large increase in the supply of existing homes 
available for sale. The resulting weakness in the price of existing 
homes might become a weakening influence on new home sales, in the 
game way that falling used-car prices weaken the new-car market 
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up from $75 billion last year. On the basis of current reports, 
augmented by discussions with executives in all parts of the 
country, it appears that the industry is running ahead of that 
prediction.’ 
“He (Mr. Willis] said, “The food industry is probably the 
' brightest spot in the economy at this time. Retail food store 
sales for the first four months of 1958 were 9% ahead of the 
previous year, the inventory situation is favorable, and both 
manufacturers and distributors are confident and optimistic. 
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There has been no apparent change in planned capital invest- 
ment, and most expansion programs are proceeding on sched- 
ule or ahead of schedule.’ . . .” 


General 


Ira T. Ellis, economist, E. I. du Pont de Nemours & Com- 
pany (The Commercial and Financual Chronicle, May 22)— 
“, . . « The business level this year will probably be signifi- 
cantly lower than the level of 1957. No major decline is 
suggested, but merely the kind of adjustment which usually 
follows several years of good business. Industrial production 
may be about 8% lower than last year—averaging about the 
present level. . . . 

“Business spending for new plant and equipment may have 
been pushed too rapidly. The appearance of significant surplus 
capacity in some industries suggests the need to reexamine 
expansion plans. Business spending for plant and equipment 
may be reduced 13% in 1958, particularly in manufacturing, 
mining, railroads and other transportation, and in construction 
of stores, warehouses, and so on. Spending by the utilities will 
continue to expand... . 

“Business inventories will be reduced significantly during 
1958, in contrast to the sharp increase during 1956 and the 
moderate increase during 1957, Inventories were declining 
rapidly at the end of 1957. 

“The value of residential construction may show a small rise 
in 1958 compared with 1957. Total public construction may 
rise about 4%, principally because of rising construction of 
roads and schools. Total construction, public and private, will 
show little change from 1957. 

“Automobile production may drop below 5 million, partly 
because of the buildup in dealer inventories in 1957, which 
may be liquidated in 1958. 

“The outlook is good also for a high level of consumer spend- 
ing in 1958, particularly for nondurable goods and for services. 
These purchases follow closely the trend of personal income 
after taxes, and such income is expected to remain high. 

“Employment may average a little lower in 1958 than it did 
in 1957, particularly in manufacturing, mining, transporta- 
tion, and construction—industries that were particularly 
stimulated by the durable goods boom of 1955-1957. Employ- 
ment increases will occur in state and local governments, the 
service industries, finance, insurance, real estate, communica- 
tion, public utilities, wholesale and retail trade, and especially 
among the self-employed—particularly in retail trade, profes- 
sional services, and domestic service. 

“The consumer price index will show a further slight rise in 
1958, particularly in residential rent, transportation costs, 
medical care, personal care, and recreation. . . .” 

H. M. Blinn, vice-president, Pacific Metal Division, Con- 
tinental Can Company (as reported in the American Metal 
Market, May 24)—‘“‘The nation will begin to recover from the 
present business recession this fall and the general economic 
trend will boost our gross national product . . . toabout $600 
billion by 1965... . 

“While 1958 will see no great recovery, Mr. Blinn said, there 
will be a slight one toward the end of the year. The year 1959 
should show significant improvement, he added, and the 
general economic trend should be back on its long-term growth 
spiral by 1960... . 

“Even in the years 1960 to 1965 there may be recessions, 
Mr. Blinn noted, especially if the nation’s industry goes ahead 
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Steel Shipments, by Type of User 
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have fallen much more sharply than the indicated 

consumption of steel in metal fabricating over the 
past twelve months. As a result, there has been a sizable 
reduction in inventories of steel held by fabricators (see 
chart). 


When It Began 


Steel consumed by metal fabricators began in the 
second quarter of 1957 to exceed steel shipped to fabri- 
cators. Steel held by fabricators was apparently reduced 
in that quarter by about 225,000 tons. The rate of 
liquidation jumped sharply in the third and fourth 
quarters, with well over 1.5 million tons of stock disap- 
pearing in each of the two quarters. In the first quarter 
of 1958, the liquidation rate jumped to 2.5 million tons, 
and preliminary figures for April suggest that this rate 
of liquidation has continued into the second quarter. 


GS eve tater of finished steel to metal fabricators 


How Far It’s Gone 


To date, the liquidation of steel stocks has apparently 
carried inventories held by fabricators back to the level 
of late 1955. This liquidation has been much deeper than 
that which occurred in the 1953-1954 recession. The 2.5- 
million-ton drop in the first quarter compares with one 


228 


Impact of Steel Stocks 


on Steel Buying 


of 2 million tons in the third quarter of 1954, which was 
the quarter of greatest liquidation in that recession, and 
with a drop in excess of 3 million tons in the third quar- 
ter of 1956, during the steel strike. 


Their Share of Market 


Shipments of steel to metal fabricators account for 
roughly two thirds of all steel shipments, and the reduc- 
tion in these shipments represents almost 70% of the 
total decline of steel shipments over the past twelve 
months (see chart). But while steel tonnage being re- 
ceived by fabricators is about 40% below that of a year 
ago, output as measured in the metal fabricating com- 
ponent of the Federal Reserve industrial production 
index has dropped only about 16% below the index 
highs of last year. 


Their Takings from Stocks 


These figures indicate that metal fabricators con- 
sumed about 3.9 million tons of steel a month in the 
first quarter of 1958 as against 4.5 million tons a month 
in the same quarter of 1957. About 3.1 million tons of 
this indicated 3.9 million tons now being consumed 
monthly by metal fabricators is coming directly from 


Quarterly Changes in Steel Inventories in Metal Fabricating 


Thousands of finished tons 


Quarter Shipments Consumption | Inventory Change 
LOSS SE ee See oe 14,057.7 13,078.3 + 979.4 
LOSS LLM. Se eee 14,170.0 13,305.0 + 865.0 
1903S Io Sees 12,'734,2 12,800.9 — 66.7 
19531 Vere. oo 11,429.4 11,754.56 — $25.1 
1O54*T 2 SOR ee 10,566.2 11,371.8 — 805.6 
1954 1) eee oe 10,794.6 11,234.6 — 440.1 
19541 Fee 8,823.7 10,767.7 — 1,944.0 
19541 Vienne, chin ee 10,748.7 11,245.5 — 496.8 
19SEN ae ee 13,528.2 12,494.7 +1,033.5 
LOS 5s Uo eee 15,354.7 13,219.9 +2,134.8 
W950 TU vs See 13,804.2 12,862.8 + 941.4 
1955 TV ORS ee ee 14,855.6 13,519.6 +1,336.0 
1056.0 55. Bet alae 15,855.0 13,073.8 +2,'781.2 
OS GI el ee 15,571.7 12,802.5 +2,769.2 
LOSGEILT 5 eek 9,130.0 12,438.4 —3,308.4a 
LSSG7TV a renee 14,689.8 13,260.5 +1,429.3 
LOSTAL IA Be 14,789.5 13,548.4 +1,241.1 
1957. Tie ee 13,107.4 13,343.9 — 236.5 
LOST ALT Ae ae 11,300.8 12,977.5 —1,676.7 
1957 TV eae eae 11,197.3 12,708.4 —1,511.1 
L958) Se eee 9,160.0 11,669.7 2,909.7 


Norn: The figures in this table represent further revisions in the preliminary esti- 
mates presented in the April 25, 1958, issue of the Weekly Desk Sheet 


a—Steel strike 
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the mills, and the remaining 800,000 tons are being 
taken from stock. 

With metal fabricators taking about two thirds of 
current steel shipments, ingot production at mills in the 
first quarter of this year was running at about 54% of 
the rated capacity of 140.7 million tons for the industry 
as of January 1, 1958. Assuming that one fourth of ingot 
output is lost in processing and is returned as mill scrap, 
the industry is capable at current capacity of producing 
about 8.8 million tons of finished steel per month. With 


' average production of ingot tonnage close to 6.3 million 


tons in recent months, the yield of finished steel would 
be about 4.8 million tons (of which metal fabricators are 
taking about 3.1 million tons). 


Relation to Mill Demand 


If the additional 800,000 tons of finished steel being 
consumed each month and taken from stocks had been 
supplied from current production at steel mills, the 
ingot output needed to produce this amount of finished 
steel would have to rise by some 1 million ingot tons a 
month. Such an increase in demand would boost output 
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to around 65% of current capacity as compared with the 
54% that prevailed in the first quarter. 

Thus, even at currently reduced levels of steel con- 
sumption by metal fabricators, liquidation of steel 
stocks held by fabricators would bring a considerable 
improvement in the utilization of steel capacity. Cur- 
rent levels of operation indicate that at least the ground- 
work is being laid for a reversal of the inventory trend. 
Inventories are back to late 1955 levels. Production of 
metal fabricators is running close to the lows of the 
1953-1954 recession. But the current cutback in steel 
production has been considerably steeper than the drop 
in metal fabricating output. Actual steel tonnage pro- 
duced was lower in the first four months of 1958 than in 
any similar period since 1946. 


HOW DATA WERE OBTAINED 


Estimates of steel shipments to metal fabricators and 
the steel consumed by them that are contained in this 
article are based on methods developed in earlier Con- 
ference Board studies of steel inventories.! The present 

1 The Business Record, March, 1955, p. 278; and June, 1957, p. 258 
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series differs from the earlier studies chiefly in that use 
is made of the more inclusive data now available in the 
1954 Census of Manufactures. 

Census reports of actual consumption of carbon, alloy 
and stainless steel in 1954 are used to derive an estimate 
of steel requirements. These requirements are projected 
through activity rates for a detailed breakdown of dur- 
able goods industries, as reported currently in the 
Federal Reserve manufacturing index, in order to obtain 
approximations of current steel usage. 


Method Used 


This method assumes that one point in each com- 
ponent of the 1954 production index represents a certain 
number of tons of steel consumed. Consumption for the 
years 1953 to 1958 is estimated on the assumption that 
each point still represents roughly the same number of 
tons of steel consumed. Obviously, the resulting esti- 
mates are subject to wide error since the mix of steel and 
other materials going into current output may have 
changed significantly since 1954. However, in the ab- 
sence of later Census data, this method offers a workable 
interim estimate. 

This estimate of consumption covers the area of the 
metal fabricating component of the Federal Reserve 
production index, plus steel forgings and furniture and 
fixtures—or 30.4% of the industrial production index. 

Shipments to metal fabricating are derived from the 
monthly shipment figures of the American Iron and 
Steel Institute. Included are shipments to forgings, 
other than automotive; bolts, rivets, screws, etc.; ware- 


house and distributors, other than oil and gas; auto- 
motive; rail transportation; shipbuilding; aircraft; agri- 
cultural machinery; industrial equipment, tools; elec- 
trical equipment; appliances, cutlery; domestic, com- 
mercial equipment; and containers. Excluded are ship- 
ments to steel for converting; warehouses and distribu- 
tors, oil and gas; construction, including maintenance; 
contractors’ products; rail track and equipment, rapid 
transit; oil and gas drilling; mining, lumbering; ord- 
nance, other military; and export. 


Value and Limitations 


Since the three different series used—the Federal 
Reserve index, the Census of Manufacturing, and AISI 
shipment data—have different coverage, certain obvious 
limitations are present. The detail available in the sub- 
components, where the essential linkages must be made, 
varies widely among the series. But, subject to these 
limitations, this series seems to give a fairly reliable 
estimate of the rate and direction of change in steel 
inventories. It might be noted that this method gives no 
clues to the absolute level of steel inventories at any 
given time. Comparison of steel shipments to steel con- 
sumption yields only ar estimated change in total inven- 
tories. Cumulation of these indicated changes over a 
long period of time is probably inadvisable, since any 
inherent bias in the estimates would tend to be magni- 
fied by the cumulation. 

Rosert H. Persons, Jr. 
JOHN J. Simon 
Division of Business Analysis 


Jobless Pay Sets Record 


STATE unemployment benefits reached an all-time high in 
the first quarter of 1958. Nearly $1 billion was paid out in 
January-March of this year, 70% more than in the previous 
high quarter of April-June 1954. Current collections (con- 
tributions plus interest) covered somewhat less than $300 
million of the disbursements; state reserves were tapped for 
the remaining $700 million. As a consequence, the nationwide 
total available for benefits declined 8%—from $8.7 billion on 
December 31, 1957, to $8.0 billion on March 31, 1958. 


Contributing Factors 


The rise in benefit outlays that occurred between the second 
quarter of 1954 and the first quarter of 1958 is attributable to 
increases in both the average weekly amount paid out (from 
$24.73 to $30.36 for total unemployment) and the average 
weekly number of beneficiaries (from 1,854,000 to 2,667,000). 
A rough allocation of the total rise of $400 million to these two 
factors assigns somewhat more than one third of it to the 
higher benefit amount and almost two thirds to the additional 
number of persons on the benefit rolls. 

The reserves of every state system shared in the national 
decline; but there was considerable variation in the extent to 
which state funds were depleted. In Arizona, Louisiana, New 


Mexico, and the District of Columbia, for example, the bite 
taken out of reserves was almost imperceptible, amounting to 
less than 2%. In Oregon, however, reserves dropped well over 
on tat and in Michigan and Pennsylvania almost one 
ourth. 


When a State Can Borrow 


As pointed out in a recent Business Record article,! a state 
is eligible for a federal loan when its reserve fund at the end of 
a calendar quarter contains less than the amount that was 
spent for benefits in the preceding twelve months. That was 
the situation in Oregon on March 31; funds available were 
only seven tenths of benefits paid. In April, therefore, Oregon, 
in borrowing $14 million from the federal unemployment 
account, became the second jurisdiction to make use of this 
privilege. (Alaska has twice borrowed in the past.) Michigan, 
Pennsylvania and Rhode Island were close to eligibility for a 
federal loan. The funds that these states had available were 
respectively 1.2, 1.1, and 1.2 times the amount of benefits that 
the three—Michigan, Pennsylvania and Rhode Island—paid 
during the year ended March 31. 


“Are State Reserves for Jobless Pay Adequate?” Th. . 
Record, April, 1958, pp. 162-164 y quate e Business 
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(See industry-by-industry breakdown on page 247] 


EXECUTIVES PREDICT AN EARLY UPTURN IN BUSINESS 


be past, according to replies received from 202 
manufacturing executives cooperating in the 
Board’s latest survey of business opinion. 

About four out of five companies report that new 
orders in the first quarter of 1958 were below those 
booked in the first quarter of 1957, and a similar propor- 
tion experienced lower billings. However, almost half 
the respondents reporting on this point believe that they 
have already passed the lowest level in new order re- 


ae HE WORST of the current business decline may 
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Estimated Low Point in New Orders 


Occurrence of Metal Nonmetal Companies 
Low Point Companies Companies Total Per Cent 

Past low point........ 9 4 13 11 
Third quarter, 1957... ws 1 1 a 
Fourth quarter, 1957... 6 4 10 9 
First quarter, 1958.... 23 6 29 26 
Second quarter, 1958... 23 8 31 28 
Third quarter, 1958.... 15 10 25 22 
Fourth quarter, 1958... 3 a 3 3 

OER Serre erate o:3 79 83 112 100 


ceipts and almost one third report their billings have 
passed the low point. Furthermore, seven out of eight 
expect their new order receipts will show definite im- 
' provement some time during 1958. In the majority of 
cases, a marked pickup in both new orders and billings 
is forecast for the second half of this year. 


JUNE, 1958 


Several executives participating in the survey expect 
that the year 1958, taken as a whole, will be satisfactory. 
For example, a maker of instruments and control de- 
vices writes: “It is our sincere feeling that the industry 
will fare about as well in 1958 as it did in 1957. There 


Dollar Billings 
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Estimated Low Point in Billings 
Occurrence of Metal Nonmetal Companies 
Low Point Companies Companies Total Per Cent 

Past low point........ 6 4 10 8 
Third quarter, 1957.... a il 2 ; Q 
Fourth quarter, 1957... 4 3 7 6 
First quarter, 1958..... 12 6 18 15 
Second quarter, 1958... Q7 13 40 34 
Third quarter, 1958.... 24 12 36 31 
Fourth quarter, 1958... A at 4 3 
First quarter, 1959.... ae 
Second quarter, 1959. . 1 By 

Total 2p Paes 79 39 118 100 


are some indications that the industry volume may even 
rise 2% or 3% this year.” 

An executive of an office equipment firm similarly 
typifies the optimistic views of several cooperators by 
saying: “We look for a favorable over-all result in the 
year 1958.” 


NEW PRODUCTS HELP 


Some companies report that new products recently 
introduced have helped to counter the downward tend- 
encies in order and billing activity. For example, a re- 
spondent of an organic chemical firm writes: “Even 
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Estimated “Definite Upturn” in New Orders 


Metal Nonmetal Companies 
Upturn To Occur Companies Companies Total Per Cent 

First quarter, 1958.... 8 2 5 5 
Second quarter, 1958... 13 u 20 18 
Third quarter, 1958. ... 26 11 37, 34 
Fourth quarter, 1958... 26 8 34 31 
First quarter, 1959... .. 4 1 5 5 
Second quarter, 1959... Q #4 Q Q 
Third quarter, 1959.... ais a Ses ae 

Fourth quarter, 1959... 1 ae i 1 
TIO eae eee 5 38 5 5 

otal meter: efoieceieat 80 29 109 101* 


* Does not add up to 100% because of rounding 


though there has been a receding trend in our estab- 
lished industrial lines, many of our new products show 
exceptional year-to-year gains.” In the same vein, the 
chairman of a paper company states: “There has been 
a considerable change in product mix during the past 
year, with newer items growing to offset declines in 
older ones.” 

A few cooperators say that comparison of their first- 
quarter-1958 orders and billings with those in the first 
quarter of 1957 presents an unduly gloomy picture since, 
as one of them writes, “‘business in the first quarter of 
1957 was exceptionally high. We would not expect, even 
in the best times, to continue to book orders at the first 
quarter, 1957 rate.” 

Cooperating companies in the metal trades were 
harder hit in the first quarter of 1958 than those in non- 
metal industries. While about 80% of all companies re- 
porting on new orders and billings indicate that activity 
in the first quarter was below that of the same quarter 
in 1957, a higher proportion (90%) of the metal com- 
panies show declines in new orders; and 88% of them 
report lower billing levels. Among the nonmetal com- 
panies, 67% say that first-quarter orders were lower than 
those in the first quarter of 1957, and 66% indicate 
lower billings. 

The reports of several participating metal product 
manufacturers point out that an important reason for 
the decline in their orders and billings from first-quarter- 
1957 levels has been “‘the heavy drop in the automotive 
industry which has had a very pronounced effect on our 
business. Incidentally, the drop was much sharper and 
more severe than we anticipated.” 

Among participating companies, only those in the 
food and kindred products industry generally indicate 
that orders and billings were greater in the first quarter 
of 1958 than in the first quarter of 1957. 


TIMING THE LOW POINT... 


New order receipts have already hit bottom, in the 
opinion of about half the companies commenting on this 
point. With few exceptions, the remainder expect their 
new orders to reach a low no later than the third quarter 
of this year. Respondents in the following industries for 


Estimated “Definite Upturn” in Dollar Billings 


Metal Nonmetal Companies 
Upturn To Occur Companies Companies Total Per Cent 

First quarter, 1958.... 1 1 2 2 
Second quarter, 1958. . 12 6 18 17 
Third quarter, 1958... 20 9 29 Q7 
Fourth quarter, 1958... Qi 16 37 35 
First quarter, 1959.... 8 1h i) 8 
Second quarter, 1959. . s - 3 3 
LOGO strc ee Se oss veeiore 6 ~~ 6 6 
LO6O reeked se satnde Q oe Q 2 

Total A See if 33 106 100 


the most part report that they are past the low point in 
new order receipts: construction materials, furniture 
and fixtures, hardware, metal stamping and coating, 
metalworking machinery, and structural metal products. 

In the case of dollar billings, almost one third of the 
companies reporting state that the low point was 
reached in the first quarter of 1958 or earlier, another 
third pick the second quarter of this year, and almost 
one third expect billings to reach bottom in the third 
quarter of 1958. Only a handful of companies believe 
that their billings will still be trending downwards 
beyond September, 1958. 


. » « AND TIMING THE RISE 


Survey participants were asked to indicate when they 
expect new orders and billings to rise decisively. 
Twenty-three per cent of the companies responding to 
the question place a definite upturn for new orders in the 
first half of this year, and 19% report similarly as to 
their billings expectations. The greatest number of re- 
spondents expect a marked rise in new orders in the 
third quarter of this vear and in their billings in the 
fourth quarter. 

Only one out of twelve cooperators expects that his 
new orders will not show marked improvement until 
some time next year. However, almost one fifth predict 
that no substantial upturn in their dollar billings will 
occur in 1958. In fact, two such companies foresee no 
real upturn in their billings until 1960. And a few do not 
feel that their orders will experience a definite rise at all, 
believing that when “the upturn in business does appear 
it will be gradual, rather than decisive in nature.” 


INVENTORIES GETTING HEALTHY 


A notable number of survey participators base their 
forecasts of impending rises in orders and billings on the 
fact that their customers’ inventories are now at, or are 
close to, healthy levels. For example, a textile company 
vice-president, anticipating a marked rise in new order 
receipts in June, explains: “From our point of view, the 
deterrent to business is primarily owing to retail inven- 
tory positions. It is our belief, from intensive study of 
our accounts, and from experience, that major liquida- 
tion of inventory was their primary concern in the first 

(Continued on page 256) 
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FIGURES ON FAILURES 


MONG the so-called “leading” indicators that have 
been under particularly close scrutiny in recent 
months are business failures.1 The number of concerns 
' failig has been generally trending upward since mid- 
1955; the March total of 1,495 business fatalities was the 
highest figure since January, 1939, and the second 
highest since mid-1933. Although the April figure 
(1,458) showed a mild dip from March, it was higher on 
a seasonally adjusted basis (see chart, which presents 
the series in inverted form to permit comparison with 
positive indicators of business conditions). 

The recent uptrend in business failures no doubt re- 
flects a worsening in the business climate, but any com- 
parison of the current level of the series with its level in 
the Thirties must take into account the intervening 
growth in the business population. The failure rate 
(number of failures per 10,000 concerns in operation, 
seasonally adjusted and expressed as an annual rate) 
averaged fifty-seven in the first four months of this 
year, compared with an average of seventy in 1939, 100 
in 1933, and 154 (the all-time peak) in 1932. (Some of 
the individual months in each of these three years had 
failure rates materially above the annual averages.) The 
level of failures in recent months has had a considerably 
weaker percentage impact than such a number would 
have had in the Thirties. 


NUMBER OF FAILURES 


In its present phase of upturn (since June, 1955), the 
number of business failures has been rising at a rate of 
1.4% per month. This is significantly below the rate of 
increase in the 1953-1954 recession; the rate averaged 
3.3% monthly from January, 1953, to March, 1954. 
Failures rose as much (60%) in the fourteen-month 
period leading into the 1953-1954 recession as in the 
current upturn of failures, which has been in progress 
thirty-four months. 

The monthly rate of increase between December, 
1945, and November, 1949, was 6.8% —notably steeper 
than at present. However, a comparison with this period 
is not particularly meaningful, since failures in late 1945 
totaled less than five per 10,000, an all-time low, reflect- 
ing the continuing influence of wartime conditions. The 
fact that business failures began to swell in the begin- 
ning of 1946, a period that was followed by nearly three 
years of boom, suggests that an upturn in business 
failures, even when persisting for many months, does not 
always indicate a coming recession. 

1 Data on the number of business failures, and the liabilities in- 


volved, are compiled by Dun & Bradstreet. Seasonal adjustments to 
these figures are by the National Bureau of Economic Research 
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It seems unlikely that signs of the recession of late 
1948 began to show up early in 1946. The four-year 
period from 1945 until late 1948 was a time of excep- 
tionally rapid economic expansion and prosperity. New 
business formations were running phenomenally high, 
averaging some 475,000 firms annually, while total dis- 
continuances were averaging a relatively low 225,000 


Notes on the Data 


The Dun & Bradstreet statistics on number and liabilities of failures 
are drawn from a limited universe of business enterprises that includes 
manufacturers, wholesalers, retailers, building contractors, and certain 
types of commercial service including public utilities, water carriers, 
motor carriers, and air lines. As with the Department of Commerce 
business population data, they exclude agriculture and professional 
services. 

In addition, the Dun & Bradstreet data exclude financial enterprises 
(banks, and mortgage, loan and investment companies), insurance and 
real-estate companies, railroads, terminals, amusements, and many 
small services. Consequently, the coverage of Dun & Bradstreet data 
is substantially smaller (by about 40% in recent years) than the more 
inclusive Department of Commerce series on fotal business population. 

Business failures include only those concerns involved in a court 
proceeding, or in a voluntary action likely to end in loss to creditors. 
(Firms that are discontinued because they are operating ataloss or 
without profit are also failures in the broad economic sense, even 
though no loss to creditors is involved. Business failures, in the broad 
usage, constitute about half of all discontinuances, but in the limited 
sense, as used in the Dun & Bradstreet series, failures represent only 
about 5% of total business discontinuances.) 

The liabilities series reflects current liabilities, and includes all 
accounts and notes payable and all obligations, whether in secured 
form or not, known to be held by banks, officers, affiliated companies, 
supplying companies, or the government. They do not include long- 
term, publicly held obligations. Offsetting assets are not taken into 
account. 

The Department of Commerce data on operating businesses and 
new and discontinued businesses refer to the number of firms (as 
opposed to number of establishments). A firm is a financially respon- 
sible business organization under one management with an established 
place of business; it may control one or more plants or outlets. An 
individual is not included as a business firm unless he has either an 
established place of business or at least one paid employee. 

The business population data of the Department of Commerce 
pertain to the entire United States economy, excluding only agri- 
culture and professional services. New businesses include only firms 
that have been newly established. Purchases of going businesses are 
considered transfers, not new businesses. Discontinued businesses 
include all closures, regardless of reason. 

The net change in number of operating businesses between two 
given periods of time is the difference between new business forma- 
tions and discontinuances occurring within the period. 
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Liabilities of Business Failures 
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annually. The total number of operating businesses was 
expanding by a quarter of a million a year, a remarkably 
high rate. On the evidence of previous recessions, an 
upturn in business failures is almost invariably accom- 
panied by a decline, or at least a leveling off, in total 
business population. This did not occur in 1946 or 1947; 
it was not until the latter part of 1948 that the total 
number of firms in operation began to flatten out.! 


Total Liabilities 


Liabilities of failures, which tend to be a somewhat 
more sensitive lead business indicator,” leveled off in the 
second half of 1947, dipped in the first half of 1948, and 
started to rise again about a half year before the peak in 
the business cycle. Liabilities also began to shrink about 
six months before the trough of that cycle was reached 
in October, 1949, while the number of failures continued 
to rise throughout the contraction period and did not 
start to fall until the beginning of 1950. 

In the 1953-1954 recession, liabilities started to grow 
about one year before the over-all business contraction 
set in, and the number of failures led the turning point 
by eight months. Both series turned down four months 
before the business cycle trough, but the rate of decline 
in liabilities was more precipitous. 

While liabilities have been trending upward since the 
third quarter of 1955, a significant dip occurred in the 
third quarter of 1956 and another in the second quarter 
of 1957, extending into the beginning of the fourth 
quarter. Liabilities appear to have been a less reliable 
prognosticator of the current recession than of the two 
previous postwar contractions. 


Average Liabilities 


In the Twenties and early Thirties, liabilities fluctu- 
ated more sharply with cyclical turns than did the num- 
ber of failures. Liabilities per business mortality rose as a 
contraction in economic activity was approaching, and 
fell during periods of recovery. This pattern has not ob- 
tained in the postwar period; average liabilities actually 
shrank in the 1948-1949 recession, and demonstrated no 
marked upturn either in 1953-1954 or thus far in the 
current contraction (see chart). 

This seems to suggest that the more severe a recession 
is and the longer it lasts, the more likely it is that larger 


1Jn the period 1944-1948, the business population expanded at an 
annual rate of about 8%. Since 1948, relative steadiness has character- 
ized the business population. While the trend in number of operating 
businesses from 1948 to the middle of 1957 shows an upslope, it is of 
very mild grade—barely 1% annually. (Since the Department of Com- 
merce data on business population are compiled semiannually and the 
figure for January 1, 1958, will not be available for another month, it 
is not clear what has happened to the number of operating firms since 
June, 1957. However, based on the rising number of business failures 
in the past year, coupled with numerous other indicators of economic 
downturn, it seems likely that the business population has receded 
somewhat from the all-time high of last year) 

2 Liabilities tend to lead the number of failures in cyclical turns. 
Over the period 1879 to 1938, the National Bureau of Economic 
Research calculates a 10.5-month lead for liabilities on the downturn 
phase of the business cycle and a 7.5-month lead on the upturn. The 
leads for number of failures are somewhat shorter 


Business Population Profile 


The total number of firms in operation has grown about 
one third since prewar. The group of firms that has ex- 
panded most markedly since 1940 is contract construc- 
tion, where the number of firms has more than doubled. 
By mid-1957 construction accounted for 11% of the 
business population, as against 6% before the war. 
Firms in retail trade expanded only 20% in number, and 
last year comprised 44% of all operating businesses 
compared with 48% in 1940. 


Firms in Operation 


Thousands 

Con- 
As of All tract Manu- Whole- Retail Service _ All 
June 30 Indus- Con-  fac- sale Trade Indus- Other 

tries struc- turing Trade tries 

tion 
194083 oe 3,285.2 199.1 225.8 185.9 1,565.0 626.4 482.9 
NOAS See on 2,881.6 155.7 245.0 170.2 1,317.2 550.8 442.7 
LGLS.Be ee 3,964.7 332.5 321.0 258.3 1,769.8 742.0 541.1 
1949...... 3,999.5 348.8 320.4 262.1 1,793.7 736.2 538.4 
1952...... 4,175.4 414.0 329.6 280.9 1,853.6 740.4 556.9 
UDB a. ce 4,205.7 432.3 326.6 285.0 1,859.2 741.9 560.7 
aS Voy arn seen 4,196.7 441.3 317.6 287.1 1,850.7 742.3 557.7 
SSS chee 4,232.3 465.6 311.4 289.9 1,857.3 745.0 563.0 
1956...... 4,294.2 483.0 311.8 294.9 1,874.2 755.7 574.7 

LOD eee. 4,322.0 478.0 309.0 297.0 1,8 


97.0 761.0 580.0 


Source: Department of Commerce 


The bulk of United States business is composed of 
small firms. Of the 4.3 million businesses operating 
today, about three fourths have three employees or 
fewer, while less than 2% of all firms employ fifty or 
more people. 

However, it is the large firms that engage the major 
portion of the workers. Firms with fifty or more em- 
ployees account for over 60% of total employment. 
Although firms with 1,000 or more employees make up 
only 0.1% of all firms, they account for some 35% of 
employment. The total number of paid employees in 
firms with three employees or fewer make up about 6% 
of total paid employment. A substantial segment of the 
very small businesses, those with 0-3 paid employees, 
rely largely or wholly on the labor of the owner and 
unpaid family workers. 

Manufacturing is the industry group with the highest 
proportion of large firms and lowest proportion of small 
ones. About 12% of all manufacturing firms have fifty 
or more employees, compared with only about 1% in 
retail trade, service industries, and the finance, insur- 
ance, and real estate groups. While two fifths of the 
manufacturing concerns have fewer than four employ- 
ees, about four fifths of the retail trade, services, and 
finance, insurance and real estate businesses fall into 
this category. 


firms, with more credit and heavier commitments, will 
be forced out of business. 

In the boom years 1946 and 1947, liabilities per failure 
jumped to record highs. In those reconversion years, 
many firms that had been producing goods important to 
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the war effort were suddenly faced with the disappear- 
ance of their major market. The composition of failures, 
by type of firms, was accordingly strikingly different in 
those two years from its characteristic composition.) 
The higher average of liability of business failures in 
these two years of general prosperity was thus owing to 
the greater proportion of failures in manufacturing, 
where the average unit is larger, than in most other 
sectors. 


COMPOSITION OF FAILURES 


A comparison of the first four months of this year with 
the same period of 1957 shows an over-all rise of nearly 
15% in the number of failures. By type of activity, the 
sharpest rates of increase have occurred in the manufac- 
ture of iron and steel and leather products; among 
wholesalers of apparel, dry goods, and lumber and 
building materials; and in the retail automotive group.” 
A decline, or modest increase (less than 5%), in the 
number of fatalities in January—April, 1958, compared 
with a year ago shows up particularly among manufac- 
turers of textiles and apparel, transportation equip- 
ment, and chemicals and allied products; among whole- 
salers of chemicals, drugs; and motor vehicles and 
equipment; among retailers of food and liquor, general 
merchandise, and drugs; in construction; in cleaning, 
dyeing and repairing establishments, and laundries. 
Over-all, these figures imply greater strength in soft- 
goods lines and in construction than in durables—a find- 
ing which is quite in accordance with the behavior of 
production rates and profits over the past year. 

The number of business failures rose some 25% from 
1953 to 1954. Among the groups which showed a year- 
to-year increase significantly larger than 25% were 
stone, clay and glass products, iron and steel, and ma- 
chinery; the motor vehicles and automotive equipment 
group in wholesale trade’; and in retail apparel and 
accessories, lumber and building materials, drug stores, 
hotels, and cleaning, dyeing and repairing shops. Only 
one group—transportation and equipment manufactur- 
ing—showed a decline in failures from 1953 to 1954. 

From 1948 to 1949, the number of failures rose by 
fully 75%. The steepest upturns occurred outside manu- 
facturing: in mining (coal, oil, etc.); in the apparel, and 
lumber and building materials divisions of wholesale 
trade; and among retailers in furniture and furnishings, 
automotive outlets, and drug stores. 

SHirLey S. HorrmMan 
Division of Business Analysis 

1 Retail trade firms generally account for roughly one half of all 
business failures; in 1946 and 1947, they constituted about one fourth 
and one third, respectively. The manufacturing group, which in most 
of the past twenty years contributed 20% or less to the total number 
of business failures, accounted for 40% and 35% of failures in 1946 and 
1947, respectively 

2Includes automobiles, parts, accessories, filling stations and 
garages 

3 Motor vehicles and automotive equipment wholesalers deal 


mainly in parts and accessories, and not in complete cars or other 
motor vehicles 
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Business Bookshelf 


A Study of the Antitrust Laws—A report prepared under 
the direction of the author as chief counsel and staff director 
of the Antitrust and Monopoly Subcommittee of the Senate 
Judiciary Committee during the 84th Congress. The report 
deals with the antitrust problems arising from the over- 
lapping jurisdiction of the Federal Trade Commission and 
the Department of Justice, the role of the Robinson-Patman 
Act, foreign trade, corporate mergers and acquisitions, and 
bigness and concentration of economic power. By Joseph W. 
Burns Central Book Co., Inc., New York, 574 pages. $12.50. 


Soviet Progress vs. American Enterprise—A transcript of 
papers by six discussants including Vice-President Nixon— 
originally given off the record—on Soviet-United States 
competition presented at the fifteenth annual meeting of the 
Committee for Economic Development on November 21, 
1957. Committee for Economic Development. Doubleday & 
Company, Garden City, New York, 1958, 125 pages. $2.00. 


Income Trends in the United States Through 1975— This 
third report on economic growth (earlier studies covered 
population and production trends) contains estimates of 
personal income and spendable income expected to be 
generated in the country as a whole, in the nine Census 
regions and in the eleven western states in 1960, 1965, 1970 
and 1975. By Bonner Brown and Janet Hansen Tate. Stanford 
Research Institute, Menlo Park, California, 125 pages. $2.00. 


The Cotton Industry in Great Britain—“The form which this 
book has taken,” says the author, was dictated by the con- 
sideration to record “‘the principal events in the develop- 
ment of the cotton industry, and especially those of the last 
forty years . . . to give an account of the industry” as 
well as “the comparative position of the industry” with 
reference to the international background. By R. Robson. 
St. Martin’s Press, New York, 1957, 64 pages. $10.00. 


The Director Looks at His Job—Based on a symposium held 
at Columbia University, this book discusses the role of the 
board of directors. Topics include the composition of the 
board, its duties and responsibilities. Edited by Courtney C. 
Brown and E. Everett Smith. Columbia University Press, 
New York, 1957, 150 pages. $2.75. 


Farmer in a Business Suit—The story of a 300-year transition 
of farming from hand-worked, self-sufficient units to large, 
mechanized farms. ‘“The farmer in a business suit personifies 
agribusiness . . .”’ which “includes all those factors both on 
and off the farm which are involved in the production, 
processing and distribution of food and fiber.” By John H,. 
Davis and Kenneth Hinshaw. Simon and Schuster, New York, 
1957, 241 pages. $3.50. 


Agriculture in an Industrial Economy—An analysis of United 
States agriculture and its role in an essentially industrial 
economy. The author’s intention is to apply “the principles 
of ‘institutional economics’ to the problems of agriculture, 
since the great bulk of the present thinking and writing 
about the economics of agriculture is dominated by the 
standard, orthodox, neoclassical marginal analysis.” By 
Troy J. Cauley. Bookman Associates, New York, 1956, 191 
pages. $4.00. 


Productivity: 


CONTRIBUTIONS OF CAPITAL AND LABOR 


By John W. Kendrick 


Professor of Economics, George Washington University; Economic Consultant 


for annual improvement factor increases of 214% 

a year, or six cents an hour, whichever is greater. 
It is important to look at the actual record of produc- 
tivity advance in the economy to see whether our actual 
increases in productivity have been of this general order 
of magnitude, and to notice some of the characteristics 
of productivity change in the economy in recent years. 


CONCEPT OF PRODUCTIVITY 


T endorse heartily, as a practitioner of the art of meas- 
uring productivity, what has been alluded to by previous 
speakers with reference to the difficulties of productivity 
measurement. The movement of productivity indexes 
depends on three major factors: first, the concept of 
productivity that is used; secondly, the statistical 
methodology of measuring productivity; and, thirdly, 
the underlying statistical data that support the es- 
timates. 

The physical volume of output as a ratio to man-hours 
worked is the most usual measure of productivity. This 
is only a partial productivity measure; and only a por- 
tion of the man-hours are included in the denominator 
of the ratio in many of the measures that are used. 
Many of the indexes put out by the Bureau of Labor 
Statistics relate to output per production worker 
man-hour. 


Tir MOST RECENT GM-UAW contract calls 


Changes in Labor Market 


Since the war—in fact, over a longer period—the pro- 
portion of production workers to the total has declined 
and we have more supervisory, administrative, research, 
technical and other types of nonproduction workers. 
Therefore, output per production worker man-hour 
obviously goes up more than output per man-hour of all 
types of employees—or all types of workers, since we 
should include the proprietors, too. It doesn’t make too 
much difference in manufacturing whether we include 
proprietors, but in some industries it does. Output is a 
function not only of workers’ man-hours but also 
proprietors’ man-hours. So we should certainly use 
measures that include all types of labor input. 


All Man-hours Not the Same 


A second factor is that existing measures relate output 
to man-hours generally without any differentiation of 
the type of man-hour. We know that man-hours are of 
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widely different quality, as indicated by differences in 
average hourly compensation. To count the hours 
worked by highly trained engineers the same as hours 
worked by unskilled labor does not seem appropriate. 

It would give us a better measure if we weighted 
man-hours of various occupational or industry groups 
by the average hourly labor compensation in each. 
I have done this in connection with measures of produc- 
tivity for the National Bureau of Economic Research. 
I call these measures ‘“‘output per unit of labor input,” 
meaning that the man-hours are weighted. 


Land, Labor and Capital 


The third point related to concept. To include labor 
input still gives only a partial measure, because the 
factors of production for the economy as a whole, are 
land, labor and capital—as our economics-principles 
textbook told us. But our measures are produced as if 
Marx’s labor theories have obtained so that we only 
have labor in the denominator. For the economy as a 
whole, we would want the input of capital, including 
natural resources. There are, in addition, for any indi- 
vidual industry, the intermediate product inputs— 
purchased materials from other industries—unless these 
are subtracted from gross output to get a net measure of 
output. 

For the National Bureau study I have made the 
attempt to measure output per unit of total factor 
input or “total factor productivity.” Such a measure 
tends to show a smaller increase in productivity than 
output per man-hour or per unit of labor input, because 
capital per worker has generally increased. By including 


Mr. Kendrick's remarks were delivered extemporane- 
ously before the panel on “Wage Escalation: Past— 
Present—@" as part of the 42nd Annual Meeting activi- 
ties of The Conference Board at the Hotel Waldorf- 
Astoria on May 15 and 16, 1958. They are presented 
here in slightly revised form from that provided by the 
panel stenographer. Mr. Kendrick is an author and a 
consultant as well as a teacher. His works as an author 
include “Productivity Trends: Capital and Labor" and 
“National Productivity and Its Long-term Projection,” 
published by the National Bureau for Economic Re- 
search. Among other engagements, Mr. Kendrick has 
been consultant since 1956 to the Bureau of the Budget. 
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the more rapidly increasing capital input in the de- 
norninator, we have a larger total factor input and a 
smaller increase in productivity. This gives us a better 
measure of changes in technological efficiency, because 
output per man-hour can rise merely as a result of the 
substitution of capital for labor quite apart from any 
changes in the technological efficiency as such. 


Value of Single-factor Measure 


_ Output per man-hour, or its inverse of “man-hours 
per unit of output,” are useful measures of changes in 
labor requirements. This measure shows the saving 
achieved in this individual factor. For the economy as a 
whole, we have to take all inputs to get at the net saving. 
Productivity so defined measures in physical volume 
terms changes in output relative to all corresponding 
inputs. That is the most meaningful definition of pro- 
ductivity, and comes close to a measure of technological 
progress. In the short run, however, it is affected by 
changes in rates of utilization of capacity, as well as by 
net changes in resource requirements per unit of output. 


THE METHOD 


Well, so much for the concept of productivity. As to 
the measurement, the method makes a difference. For 
example, in any index number, the unit weights used 
affect the movement. In the United States, early-period 
price weights or early-period average hourly earnings 
and capital-compensation weights, usually give a 
greater rise in the output or input measure than late- 
period weights. 

In the Bureau of Labor Statistics Report No. 100 on 
productivity in manufacturing, there are two indexes for 
manufacturing productivity defined as net output per 
man-hour—one with 1947 base weights for output and 
one using 1953 weights. There is a significant difference 
in movement depending on the base weight used. There 
is no answer to this index number problem. It is inherent 
in any aggregate measure involving weights. 


Differences in Data 


The underlying data also make a difference. For ex- 
ample, in their most recent figures on real product per 
man-hour in the private economy, the BLS people get 
increases of over 3% a year in the postwar period. They 
use figures of the Census Bureau for man-hours worked 
in agriculture that show a considerably greater decline 
than figures published by the Department of Agriculture 
on man-hours worked in agriculture. In my own indexes 
I have used the Agriculture Department’s measures 
which are available for a longer period. Thus my output 
per man-hour measures show a somewhat smaller in- 
crease than the figures on productivity in the economy 
first published last spring by the BLS. 


PRODUCTIVITY MOVEMENTS 
Let’s consider what the figures show for total factor 
productivity in the recent period. I am starting with 
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1948, because that was the year of this famous contract 
that is the occasion of our meeting this morning and 
because it was a year of high-level economic activity. 
I compare 1948 with 1957, which was also a peak year 
in economic activity, so that the comparison is not very 
much influenced by the business cycle. 

Over this nine-year period, we had, on the average, an 
increase in total factor productivity of 2.1% a year. This 
was exactly the same trend rate of increase that we had 
over a much longer period, 1919 to 1957, according to 
the National Bureau measures. If an even longer period 
back to 1889 is taken—and you know the National 
Bureau of Economic Research likes to push their esti- 
mates as far back as they can to get historical perspec- 
tive—the rate of increase in total factor productivity in 
the earlier period 1889 to 1919 was significantly less 
than this—about 1.3%. 


Post-World War | Trends 


There was an acceleration around the time of World 
War I, for a number of reasons about which we can only 
speculate. Probably one of the more important factors 
that account for this is the appearance of the industrial 
laboratory, the systematization of invention and in- 
novation by the employment of teams of scientists and 
engineers by industry. 

The more recent trend since World War I is the one, 
I think, which is relevant to the present period and 
probably to the future period. Total productivity rose 
at an average annual rate of 2.1%. Output per unit of 
labor input, the weighted man-hours, rose in the most 
recent nine-year period by 2.8% a year. This .7 percent- 
age point difference between 2.1 and 2.8 reflects the sub- 
stitution of capital for labor. It has been greater since 
the war than it was in the interwar period or in the 
approximately thirty-year period between 1919 and 
1948. Taking that longer period, output per unit of labor 
input rose 2.3% as compared with 2.1% for total-factor 
productivity, only a .2 percentage point difference owing 
to the substitution of capital for labor. These aggregate 
measures are confined to the private economy because 
it is not feasible to measure the output of government. 


The Past Nine Years 


Output per man-hour in the private economy rose 3% 
a year in the past nine years. This two-percentage-point 
difference in the output per unit of labor input measure 
is a result of the shift of workers from lower-paying to 
higher-paying industries. In other words, a man-hour 
measure that is weighted gives a bigger increase in labor 
input because over a period of time there has been a 
gradual shift of workers from lower-paying to higher- 
paying industries, particularly from agriculture to non- 
agriculture and also within the nonagricultural area. 

This 3% figure is a bit lower than the BLS figure 
because of reasons already given. This 3% figure com- 
pares with 214% for the longer comparison of 1919 to 
1957, but the influence of the shift of workers from 
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lower-paying to higher-paying industries is the same. 
There is a two-percentage-point difference in the output 
per unit of labor input measure in both cases. 


Between the Two Cycle Peaks 


Breaking down this most recent nine-year period 
between the cycle peaks into the two periods 1948 to 
1953 and 1953 to 1957, total factor productivity in- 
creased more than this long-run rate in the first of these 
periods—about 214% a year, on the average. The in- 
crease was less (1.7%) than the long-run rate in the 
second part of the period 1953 to 1957. This is .4 per- 
centage points below and the figure for the earlier period 
is .4 percentage points above the long-term rate. 

It is quite normal to have this much difference. In the 
longer-run trend of productivity, the actual figures 
measured from peak to peak do not move in a straight- 
line fashion; instead, there is a bit of snaking which is to 
be expected. The deviations of peak-to-peak rates of 
change from their mean average is about one fourth of 
the trend rate of change. The recent deviations are 
within the average of the past subperiod rates of change 
from longer period rates. 

What about the annual changes over the past nine 
years? They are considerably greater than the subperiod 
changes. For example, between the years 1949 to 1950 
in a period of revival from recession, we had as high an 
increase in productivity as 6%. We had a rate as high as 
4% between the years 1954 and 1955. Again, the econ- 
omy was coming out of a recession, when, generally 
speaking, productivity increases are greater. However, 
we had a rise of less than 1% between the years 1950 to 
1951, which was an inflationary period as a result of 
Korea. Then in the past two years, 1955 to 1956 and 
1956 to 1957, we had increases of less than 1% a year. 
Here, again, we were operating closer to capacity and 
with some inflation in the picture. All of this is quite in 
line with the irregular performance of productivity 
changes from year to year; we have even had declines in 
productivity in some of the more severe depressions. 
The irregularity since 1948 is perhaps a little less than 
we had in earlier periods, owing in part to our steadier 
rate of economic growth. 


PRODUCTIVITY, COST AND PRICES 


I would like to say a bit about the relationship of these 
productivity changes to wage and price changes—that 
is, the price of labor and the price of capital. 

As is shown in the table, over the period 1919-1953 
our product price level rose, on the average, about 1.2% 
a year, which is the quotient of a 3.3% increase in factor 
price and a 2.1% increase in total factor productivity 
(when 100% is added to average annual percentage 
rates). Over the shorter period 1948-1957 we have an 
average annual increase in prices of 1.6%, which recon- 
ciles with an average annual increase in factor price of 
3.7% and an average annual increase in productivity 
of 2.1%. 


This 3.3.% and the 3.7% increase in composite factor 
price can be broken down between the changes in the 
price of labor and the price of capital, as shown in the 
table. Over the longer-run period 1919 to 1953, the wage 
rate, or average hourly labor compensation (including 
the effect of all fringe benefits on the cost of labor) more 
precisely rose at an average annual rate of 3.8% and the 
price of capital increased one half as much, or 1.9%. In 
the more recent period 1948 to 1957, the wage rate in- 


Productivity, Product Prices and Factor Prices in the Private 
Domestic Economy 


Average annual rates of change for Seiected Periods 


(1) (2) (3) (4) (5) 
Total Factor prices 
Product factor ck 
Period prices* | productivity Total® Labor Capital 
1919-19530 as 1.2% 2.¥% 3.3% 3.8% 1.9% 
1948-I957p....| 1.6 | Q.1 al 5.2 —1.0 


a At factor cost. If 100% is added to the average annual percentage rates of change, 
column (1) =column (3) + column (2). 

b Column 3 is the weighted average of cclumns (4) and (5). Column (4) is based on 
estimates of average hourly labor compensation, and column (5) on the quotient of 
current value capital compensation and the constant doilar stock of real capital goods. 
In effect, column (5) is based on the product of a composite capital goods price index and 
the rate of return on capital. 


p Preliminary. 


Sources: See the Joint Economic Committee, Compendium of “The Relationship of Prices 
to Economic Stability and Growth” (G.P.O., March 31, 1958) 


crease has been a bit over 5%, and the price of capital 
has gone down about 1% a year. It is not generally real- 
ized that since 1948, on balance, a declining price of 
capital has provided some offset to rising wage rates. 

As to the interrelationships among these variables, 
first, the 3.3% average annual rate of increase in total 
factor price since 1919 is the weighted average of the 
prices of labor and capital—the capital compensation 
rising 1.9%, the labor compensation, 3.8%. The capital 
price measure is the product of the average price of 
capital goods and the rate of return on capital. Since the 
rate of return on capital was about the same in 1953 as 
in 1919, the 1.9% increase largely reflects the higher 
prices of capital goods, including land. 

The fact that the price of labor went up approxi- 
mately twice as fast as the price of capital is partly the 
result of a significant growth in the stock of capital per 
worker. This is a normal outcome of the pricing forces in 
the market. The declining relative price of capital has 
provided the incentive for industry to absorb the in- 
creased relative supply of capital into the productive 
mechanism. The declining relative input of labor, how- 
ever, was more than offset by the increasing relative 
price of labor, so that labor’s share in the national econ- 
omy rose from 72% in 1919 to 79% in 1953. This figure 
includes an imputed compensation for the labor of 
proprietors. 


One Gains at the Expense of the Other 


Over the same period the percentage increase in real 
average hourly earnings of labor—that is, the money 
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increase divided by the price index—was one-fourth 
greater than the increase in total factor productivity— 
2.6% compared with the productivity increase of 2.1%. 
This was made possible by the fact that the real com- 
pensation of capital increased by substantially less than 
total productivity. One factor can get an increase in real 
earnings that is greater than the productivity increase 
only if the other broad factor class gets less. So long as 
real capital compensation per unit rises by less than 
_average increase in productivity, real labor compensa- 
tion per hour can rise somewhat more and still be con- 
sistent with stable product prices. It should be noted, 
however, that the increase, in real average hourly earn- 
ings was about the same as the increase in labor produc- 
tivity defined as real product per man-hour. It is a co- 
incidence, however, that real average hourly earnings 
and real product per man-hour both went up about 


23%. 
Effect of Capital Return Rate 


To look briefly at the picture for the past nine years 
1948 to 1957, the composite price rose more than 314%, 
productivity rose 2.1% (the same as in the longer 
period), and the average price of final products rose 
between 114% and 2%, depending on the price index 
used. In this picture, the unique feature is that the price 
of capital has fallen owing to the decline in the rate of 
return on capital. Capital in 1948 was relatively scarce 
as a result of wartime restrictions on investment and the 
rate of return was abnormally high. The rate of return 
has gradually declined, with some interruptions as in 
1950-1951. The rate of return in 1957 was down to what 
I would consider close to the minimum that would 
attract enough new investment into industry to main- 
tain relatively full employment of resources. Tight 
money and other forces affecting demand resulted in 
still further decline in the current and prospective rates 
of return to a level below what is needed for a full invest- 
ment employment of capital. If, in the next decade the 
rate of return on capital is stable, while increases in 
wage rates and productivity are the same as in the past 
decade, product prices will be even more inflationary 
than in the decade since 1948. 


Maximum Wage Rise under Stable Prices 


Increases in wage rates that exceed 214% or 3% a year 
for the private economy as a whole are definitely infla- 
tionary and will be associated with rising price levels, 
assuming that the rate of return on capital cannot safely 
be squeezed further. The only reason why as big a figure 
as 216% to 3% can be selected is that labor has been 
getting not only the average annual increase in produc- 
tivity, but somewhat more. The result is an increase in 
its share of the national income. This is likely to con- 
tinue as long as capital stock rises faster than the labor 
force, which tends to make labor relatively scarce in 
comparison with capital. 

An annual average improvement factor in labor agree- 
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ments that provides for an annual automatic increase 
of around 214% is about the maximum average in- 
crease altogether that would be consistent with a stable 
price level. The other provisions for wage increases— 
cost-of-living adjustments, fringe benefits, and so forth 
—are likely to be associated with inflationary tendencies 
in the economy. Larger increases in real wage rates can 
only come from percentage increases in productivity 
that are greater than those of the past. We can all agree 
on the desirability of such a development, but I think 
it is not likely, short of a major national effort, to accel- 
erate economic growth. 


Business Bookshelf 


Economics of Atomic Energy—In addition to describing Brit- 
ish nuclear laboratories and power plants, this book dis- 
cusses the economic considerations for developing nuclear 
power in the United Kingdom, the export market for nuclear 
reactors, and the approaches being taken by other countries 
in developing nuclear power. Britain’s future role in devel- 
oping the energy of the atom is also considered. By Mary 
Goldring. Philosophical Library, Inc., New York, 1957, 179 
pages. $6.00. 


The Changing Competitive Position of Department Stores in 
the United States by Merchandise Lines: A New Approach 
to More Productive Retail Distribution—A documented 
study in terms of finding the best method of overcoming 
declining shares of total retail sales. Data presented showing 
the relative position of department stores in the United 
States by merchandise lines since 1929 are analyzed in terms 
of merchandise line expansion versus expansion of depart- 
ment stores into the suburban area. By Robert David 
Entenberg. University of Pittsburgh Press, Pitisburgh, Penn- 
sylvania, 1957, 184 pages. $5.95. 


Theory of the Location of Industries—A theoretical analysis 
of the factors affecting the location of modern manufactur- 
ing industries. Some mathematical factors are introduced. 
By Alfred Weber. Translated with an introduction and notes 
by Carl J. Friedrich. The University of Chicago Press, 1957, 
256 pages. $5.00. 


Common Stocks and Uncommon Profits—An informal guide for 
the large or small investor, showing what to look for in 
stocks and stressing investment in growth companies. By 
Philip A. Fisher. Harper & Brothers, New York, 1958, 146 
pages. $3.50. 


Economic Models: An Exposition—A discussion of mathe- 
matical and econometric applications in economics that 
moves rapidly from simple mathematics and statistics to 
curve fitting and more elaborate procedures. Liberally illus- 
trated, with exercises and supplementary readings. By E. F. 
Beach. John Wiley & Sons, Inc., New York, 1957, 227 pages. 
$7.50. 


The Administration of Technical Assistance: Growth in The 
Americas—An account of United States foreign aid in the 
Americas, both before and after the start of the Point IV 
program. By Philip M. Glick. The University of Chicago 
Press, Chicago, Illinois, 1957, 890 pages. $5.80. 


Consumer Prices Higher Still 


THE retail price level, as measured by THE CONFERENCE 
Boarp’s consumer price index, was still trending upward in 
April, .1958. Although price weakness continued to prevail in 
the durable goods sector, higher food, service and apparel 
costs pushed the all-items index for the United States up to 
107.2 (1953=100), which was 0.4% above March, 1958, and 
3.2% above year-ago levels. 


as milk and butter, still reflecting a reduction in price supports, 
and eggs were considerably cheaper. The “other food” group 
moved 0.3% lower, with coffee prices down 1.1%. 

The apparel index, after five months of stability, moved 
higher in April. The men’s apparel index rose 0.3% under the 
impact of seasonal advances for several outerwear items. 
Slightly higher clothing service charges augmented this in- 


The Conference Board's Consumer Price Index—United States Cities over 50,000 in Population 
ee eee er eee 


1953 =100 Rebased Indexes 
; | 

Housing ae ire — yi. a 
Food Fuel, Furnish- | Appare “ie Sundries Value o} g (1947-49 

as ce ae eee e ema —— Dollar |1539=100)| = 100) 
1957 March....} 103.7 100.4 105.2 108.9 108.7 100.4 101.0 107.3 106.1 96.4 | 188 .4 118.1 
Aprileccesst 103.9 100.6 105 .4 109 .4 108.8 100.5 101.1 107.4 106.3 96.2 188.7 118.3 
AY. ccies « 104.1 101.1 105 .4 109.5 108.5 100.4 101.2 107.4 106.5 96.0 189.1 118.5 
Sunes ce ce 104.5 102.0 105.5 109.6 108.3 100.5 101.2 107.5 106.7 95.7 189.7 118.9 
Julypeeeerer 104.8 102.8 105.5 110.1 106.6 100.4 101.2 107.6 107.2 95.4 190.3 119.2 
August. . 105.1 103.5 105.5 110.2 106.4 100.3 101.5 107.6 107.7 95.1 190.9 119.6 
September 105.3 103.6 105.7 110.3 106 .6 100.8 101.8 107.6 108.0 95.0 191.2 119.9 
October. 105.4 103.5 106.0 110.9 106.9 101.0 102.0 107.4 108.3 94.9 191.4 120.0 
November.| 105.9 103.5 106.1 111.0 107.3 101.0 102.0 110.3 108.6 94.5 192.2 120.5 
December.| 106.0 103.6 106.3 111.1 107.4 101.0 102.0 110.2 108.9 94.4 192.4 120.6 
1957 Annualav.| 104.6 102.1 105.5 109.9 107.7 100.5 101.4 108.0 107.1 95.6 190.0 119.1 
1958 January...| 106.3 104.5 106.8 111.4 110.1 101.0 102.0 109.6 109.1 94.0 193.1 121.0 
ebruary 106.6 105.4 106.9 111.6 110.0 101.0 102.0 168.8 109.3 93.8 193.5 121.3 
March. 106.8 106.4 106.8 111.6 110.2 100.7 102.0 108.5 169.4 93.6 194.0 121.6 
“Nout Gaon 107.2 107.6 106.8 111.9 109.8 100.5 102.2 108.5 109.6 93.2 194.8 | 122.0 


3/58 to 4/58... ] 
4/57 to 4/58... 


The purchasing power of the consumer dollar declined to 
93.2 cents (1953 dollar = 100 cents). This was 0.4 cent below 
March, 1958, and 3.0 cents below April, 1957. 

Over the month, food costs rose 1.1% and apparel and sun- 
dries were up 0.2% each. Housing and transportation costs on 
the other hand remained unchanged. 


The Increases 


Higher food costs, as in preceding months, provided the 
main force in the upward movement of the general price level. 
Fruits and vegetables, still in short supply because of the 
winter freezes, rose 4.2%. Within the group, fresh fruits, fresh 
vegetables (especially potatoes), and frozen fruits posted the 
largest advances. Frozen vegetables, however, were somewhat 
cheaper over the month. 

The meat, fish and poultry index, up 2.3%, also rose at a 
substantial rate. Beef production, well below year-ago levels, 
combined with a seasonal decline in pork supplies, resulted in 
big price hikes for red meats. Poultry prices also were consider- 
ably higher. A slight advance in the cereal and bakery prod- 
ucts index added to these increases. The remaining food groups 
declined. The dairy products and eggs index was down 1.1% 


crease. Women’s clothing costs were unchanged from the pre- 
ceding month. 

Higher charges for medical and personal care and recrea- 
tion caused the rise in the sundries index. 


Services vs. Goods 


The housing and transportation indexes were both un- 
changed as a result of divergent price movements for goods 
and services. Within the housing group, service items, such as 
rent, gas rates and household operation charges, all moved 
higher, while house-furnishings and fuel declined. 

Transportation showed a similar picture. New as well as 
used cars were cheaper over the month, with new cars register- 
ing the largest price decline. Public transportation charges 
moved up sufficiently to counterbalance these declines. 

Compared with a year ago, consumers had to pay more for 
all major commodity and service groups. Food prices rose 
7.0%, and sundries 3.1%. Increases in housing, apparel and 
transportation prices were more modest: 1.3%, 1.1% and 1.0%, 
respectively. 

HEtEn B. Junz 
Division of Consumer Economics 


—eee_e_—_—_—_—_—_—_—_____. 
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SELECTED BUSINESS INDICATORS 


Industrial preduction 
Total 
Durables manufacturing 
Nondurables manufacturing 


Wholesale prices 
All commodities 


Consumer prices 
All items (NICB) 
Food (NICB) 
All items (BLS) 
Food (BLS) 


Prices received and paid by farmers 
Prices received 


1947-49=100 S 
1947-49=100 S 
1947-49=100 S 


1947-49 = 100 
1947-49 = 100 
1947-49 = 100 


1953=100 
1953=100 
1947-49 = 100 
1947-49 = 100 


1910-14= 100 
1910-14=100 
1910-14=100 


Employment and unemployment (Census)? 
Total labor force 


Civilian employment 
Nonfarm employment 
Unemployment 


Nonfarm employment (BLS) 
Employees in manufacturing 


Employees in nonmanufacturing 
Production workers in durables manufacturing 


Production workers in nondurables manufacturing. . 


Average work week 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


Average hourly earnings 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


Average weekly earnings 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


Personal income 


Instalment credit 
Extensions 
Repayments 
Instalment credit outstanding 


New construction 


Total private 
Private nonfarm residential 


Business sales and inventories 
Total inventories 
Total sales 
Manufacturing inventories 
Manufacturing sales 
Retail inventories 
Retail sales 


Retail trade: Durable goods stores 
Inventories 


Retail trade: Nondurable goods stores 
Inventories 


Durables mfg.: Sales and inventories 
Inventories 


Nondurables mfg.: Sales and inventories 
Inventories 


Inventory-Sales ratio 


Thousand persons 
Thousand persons 
Thousand persons 
Thousand persons 
Thousand persons 


Thousand persons S 
Thousand persons S 
Thousand persons S 
Thousand persons S 


Hours 
Hours 
Hours 


Dollars 
Dollars 
Dollars 


Dollars 
Dollars 
Dollars 


Billion dollars S A 
Billion dollars S A 
Billion dollars S A 


Million dollars S 
Million dollars S 
Million dollars 


Million dollars S A 
Million dollars S A 


Million dollars S 
Million dollars S$ 
Million dollars S 
Million dollars S 
Million dollars S 
Million dollars S$ 


Million dollars S 
Million dollars Sy 


Million dollars S 
Million dollars SS 


Million dollars S 
Million edna Si 


Million dollars S 


Million dollars Si 


243 


Thousand persons S 


Million dollars S A 


1958 
March 


128 
135 
124 


TLR. 
100.5 
12S 


106.8 
106.4 
12303 
120.8 


263 
304 
87 


70,158 
67,510 
62,311 
57,239 

5,198 


750,739 
715,401 
735,338 
r 6,462 


Pais) 


747,664 
733,132 


16,668 


88,500 
51,600 
52,040 
25,007; 
24,100 


16,080 


11,030 
5,025 
2.20 


13,070 
11,055 
1.18 


29,881 
11,728 
Ze a9 


22,159 
13,389 
1.66 


February 


130 
137 
125 


119.0 
96.1 
WE) 5 Hf 


106.6 
105.4 
12260) 
118.7 


252 
302 
83 


69,804 
67,160 
61,988 
57,158 

5,173 


751,055 
715,652 
735,403 
r 6,621 


r 5,202 


747,796 
733,336 


16,896 


89,300 
752,100 
752,445 
725,942 

24,290 


716,088 


11,220 
5,055 
2.22 


13,070 
711,033 
ois) 


730,266 
712,038 
p. 2dneail 


722,179 
713,504 
yr 1.64 


16,332 


89,9005 
56,2005 
53,3346 
28,4266 
23,700 


16,299b 


10,6705 
5,6856 
1.885 


13,0300 
10,6146 
1.236 


31,1855 
14,1985 
2.206 


22,149b 
14,2285 
1.566 
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SELECTED BUSINESS INDICATORS (Continued) 


1958 


1957 
Series Unit ; 
April p March February April 
Merchandise exports and imports 
Exports®. .. . Sire sees ‘ Fe RE PR te os So BOS Million dollars n.a 1,557 1,345 2,1516 
TPP OLES teins, meee eiaie <5 ate eieveRse taro Meee eles leis cab elt remota foe Million dollars nN. n.d F262 993¢ 
Merchandise export surplus (incl. grant-aidshipments)| Million dollars n.a ___ na | of ten BOS bo 618em 
Federal budget receipts and expenditures 
Defense expenditures’... een © seer ee «sie erie Million dollars 3,205 3,068 3,168 3,475 
For quarterly data see below pet we i 
Money supply and turnover 
Privately held money supply nut titeiiielet-tores siete Billion dollars 228.4 224.5 223.9 219.6 
Total demand deposits adjusted and currency...... Billion dollars S 135.0 134.0 USson 135.0 
Deposit turnover: New York City...............- ipo) A fs 54.8 56.8 47.6 
Deposit turnover: 337 other centers®.............. fas. 23 52 T= 22 2330 |, 2351 
Bank loans, investments and reserves 
DrGartig ese Ge corse, cecsucns'danors ketene saviors nena anarenoevanietneiono tartar’ Million dollars 80,423 80,089 79,225 78,558 
Jnvestinente ee 2.2. cee msune pecs are patos: sitenyeloere staceene Million dollars 67,062 63,785 61,905 60,004 
Borrowings! Uy. A ncibierressenooRicamregensne oreo aero Million dollars n.d, 137 122 9946 
Fxceds reserves! ss aso ccicews «<0 hore tne clone teme Million dollars n.d. r 633 481 1176 
Commercial, industrial and farm loans®........... Million dollars 30,522 30,670 30,416 31,393 
Diffusion index 
Industrial production « ....nitectn.« « s.~ + serereaterey rereree 1947-49=100 S 126 128 | 130 144 
Diffusion Andex: We 44/95 ethno eo «+S aerenee eee ipa: —4.17 —3.67 —4.00 —1.,92 
Diffusion index, cumulative... 1.1.1... 1s 0s sees. its is 2798 18.04 | 21.71 44.12 
Eight sensitive business indicators 
Residential building contracts. .j5..05-c<* +o. ses © Thous. sq. ft. fl. sp. S 94,012 91,940 | 78,872 93,693 
Nonresidential building contracts................. Thous. sq. ft. fl. sp. S 59,549 58,244 | 60,971 59,411 
INew orders, durables) .) <2 5 ie 008 ss0s.c1 «|e ousietoneusets meueuni Million dollars S n.d. 10,493 710,598 13,8536 
Average: workuweele onid: Acted sidiield «+ syoaslelayatenets Suskebts Hours S 38.6 r 38.6 38.4 40.2 
Raw inaterials:pnces.< 4 226.2 te ol ne Giese See cietiee 1947-49 = 100 84.4 85.5 85.7 88.38 
Stock «prices mindusttials' etter iene sts aye chet cisieds biiie lt 1941-43=10 45.21 45.24 44.10 47.96 
New incorporations 5. 5 scm hdecans <0 4us Mis beoreesiomty Betayes Number S 10,133 10,401 10,925 11,013 
Businessfailregek ao 8 Fe ee ee ee ee Number S 1,381 1,344 1,244 $143 
1958 1957 
Series Unit I IV III | I 
Quarter p Quarter Quarter Quarter 
Gross national product 
BT ball cin bee he Re his Parois ao RORS ANS cs SS eo eiler areonlic crc, MNOS Billion dollars S A ry 422.0 432.6 440.0 429.9 
Change in business inventories..............-+00+ Billion dollars S A 7 — Oa Sark! se0 .0 
laharlliGe rartehitelan PA eon aoe GUase Gat Cee meee Billion dollars S A | 7 431.0 435.3 | 437.0 429.9 
Components of gross national product 
Personal consumption expenditures............... Billion dollars S A ry 281.2 282.4 283.6 276.7 
Change from previous quarters <b. «cre ae susie eevee eye Billion dollars S A ie =—1.,2 4.7 4.4 
Gross private domestic investment............... Billion dollars S A 7% S18 623 66.5 63.6 
Change trom: previous Quarter. viens bie iche Billion dollars S A 7 aa 0.3 —4.9 
Government purchases of goods and services....... Billion dollars S A 1.8 0 87.0 86.7 85.6 
Change from previous quarter... .. «2. seeec ens Billion dollars S A A ES) 0.3 —0 72 2.8 
Disposition of personal income 
Motalipersonalincom eee necase lteter play ees = eel Billion dollars S A vy 342.5 345.5 346.9 338.3 
Disposable personal ACO AGU Gd oo cH uaHO ENN SO Billion dollars S A ry 300.1 302 303.3 296.1 
Personal consumption expenditures. .............. Billion dollars S A ry 281.2 282.4 283.6 276.7 
(Personal saving wet. os «atts soo Bs Cates mite eee Billion dollars S A ry 18.9 19.8 19.7 19.5 
Corporate profits 
INES WEKOIRS VERE, os uly ai gomoao lode seubbuobboomaS Billion dollars S A n.d. AS 41.8 45.6) 
pb cre Lies DiLit yaaa oo) eles Ns WS Acres, Soke Raeaance ed vaeens Billion dollars S A n.d. 19.1 ZLed 23.36 
Net profits ac big so cnhe chiara to SERIO OD Oe AS ne Billion dollars S A n.d. 18.3 20.4 22.36 
Dividend=payMents,.-< sitet cin = esse « oeoie ies sinieiees Billion dollars S A. 12.2 a ys 12.6 12.4 
Retained! Garmin... sso -cmceme w tleie nae simone ey ieieweds Billion dollars S A n.a. 6.6 7.8 10.86 
Business expenditures for plant and equipment moral 
“otals wes BY oc s101s'S'o)0 IpRaISo es Be BIOS OEE 0. Ni foB.0I10,0 Billion dollars S A 32.41a 36.23 37.75 36.89 
Manutactunng tin dis tries aycinyseyeinie cto ites cs Billion dollars S A 13.20a EEA) 16.37 16.12 
INonmanufacturing industries... - 1... sso Billion dollars S A 19.214 20.96 21.38 20 dich 
Federal budget receipts and expenditures aot 
INGE Sto ss 6 dio 9 CGR DUCUmIact anid dbp pe AOD Eee stor Million dollars 20,586 13,914 15,410 21,734 
BxXDenqiclines igs entities Gh Choon Rcd SSRN SESS Million dollars 17,288 18,116 17,944 17,422 
Cumulative surplusondeficit®: |. 25. .0nnsseanene Million dollars — 3,436 —6,735 — 2,533 —1,419 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics 
Tue Conrerence Boarp; Department of Agriculture; Bureau of the Census; Securi- 


For monthly data see above 


> 


ties and Exchange Commission; Treasury Department; F. W. Dodge; Standard & 
Poor’s; Dun & Bradstreet. 

_1 Includes interest, taxes and wages. ? Prices received divided by prices paid. 3 Be- 
ginning May 1956, data based on 330-area sample 4 Excludes personal contributions 
to social security, included in components. * Includes wages and salaries and ‘other 
labor income.” 6 Includes grant-aid shipments. 7 eEweane functions of the Defense 


Department. ® Demand and time deposits adjusted to exe 


ude U. S. Government and 


11 From Federal Reserve Banks. 1 Weekly reporting member banks. 1 Gross national 
Sipe less change in business inventories. 1 For fiscal year beginning July 1. 


anticipated outlays are: Total, 31.86; Manufacturing, 
19.18. b-March, 1957 for monthly data; IV Quarter 1 
ruary, 1957. p—preliminary. r-revised. * End- 


— 


state: 


seasonally adjusted. A-annual rate. a-anticipated. For the II Quarter of 1958, 
12.18; and Nonmanufacturing, 
: nV ges gosto data. c—Feb- 
y d-of-month inventory, divided by sales 
the month. f Debits (annual rate) divided by deposits. +} Ditnsion inde® 
as the average duration in months of expansion or contraction. n.a.—Not avail- 


interbank deposits; and currency outside banks. ® Excludes Boston, Philadelphia, 
Chicago, Detroit, San Francisco, Los Angeles and New York. 1° All member banks. 


Q44 


able. “ Chartbook of Current Business Trends, (Fourth Edition), Tae Conrer: 
Boarp, 1957. Copies available to Board Associates on request : oc 


BUSINESS RECORD 


Announcements of Mergers and Acquisitions—April 11, 1958—May 10, 1958' 
tee 


__, . Acquirer 
Description and assets in millions 


_ Acquired Unit 
Description and assets in millions 


Aeco Corp. (n.a.) 
Oil and gas producer 

Air Control Products, Inc. ($6.3) 
Jalousie windows and doors, alumi- 
num awning type windows and door 
thresholds mfr. 


. 


Aluminum Co. of America ($1,315.6) 
Aluminum producer and fabricator 

American Optical Co. ($68.4) 
Ophthalmic and optical products mfr. 


American Potash & Chemical Corp. 
($65.3) 


Potash, boron products, soda ash, 
salt cake and other heavy chemicals 
producer 

American-Saint Gobain Corp. ($21.0) 
(Formed by merger of) 


Apollo Industries, Inc. ($3.7)4 
(Formed by merger of) 


Armco Steel Corp. ($715.8) 
Steel producer 
Ashley-Steiner, Inc. (n.a.) 
Theatrical agency 
Baldwin Piano Co. ($23.7) : 
Pianos, electronic organs and supplies 
Tr. 


Borden Co. ($336.1) } 
Dairy, food and chemical products 
producer 
Cardox Corp. (n.a.) . 
(Sub. of Marmon-Herrington Co., 
Inc.) ; 
Carbon dioxide, dry ice, mining sys- 
tems, drilling equipment, fire trucks 
and orchard spraying equipment mfr. 
Carlisle Corp. ($8.4) 
Specialized rubber products mfr. 


Carlon Products Corp. (over $1.0)* 
Plastic pipe and custom plastic ex- 
trusions mfr. 

Case-Swayne Co., Inc. (over $.3)** 
Food processor 

Castle & Cooke, Ltd. (Hawaii) ($28.6) 
Sugar plantations manager 


Central Fibre Products Co. ($35.0) 
Paper boxboards, corrugating mate- 
rials, specialty boards and other 
moulded pulp and paper products 
mfr. 


Chemway Corp ($7.9) : 
Proprietary drugs, ethical pharma- 
ceuticals, medicinal and household 
products, insecticides, fertilizers and 
cosmetics mfr. 

Mary Chess, Ine. (n.a.) 
Toilet preparations 

Clinton Watch Co. (n.a.) 

Cohu Electronics, Inc. ($3.5) 
Electronic instruments mfr. 


Lamance Drilling Co. (n.a.) 
Well drilling contractor 

Allied Dairy Products, Inc. ($3.0)? 
Wholesale distributor of cream and 
condensed and powdered milk 


Associated Food Products, Inc. (n.a.) 
Cottage cheese mfr. 

Automation Instruments, Inc. 
(Transformer div. of) (n.a.) 

Hanau Engineering Co., Inc. (over $.3)* 
Dental equipment mfr. 

Lindsay Chemical Co. ($7.5) 
Rare earth, cerium and thorium com- 
pounds mfr. 


American Window Glass Co. ($16.8) 
Sheet, specialty and window glass 
mfr. 

Blue Ridge Glass Corp. (over $1.0)* 
[Sub. of Société Anonyme des Manu- 
factures des Glaces et Produits 
Chimiques de Saint-Gobain, Chauny 
et Cirey (Paris, France)] 

Patterned and wire glass mfr. 

San Toy Mining Co. ($1.4) 
Silver and lead mines owner 

Apollo Steel Co. (n.a.) 

Fabricator of structural steel products 

American Nut & Bolt Fastener Co. 

(over $.5)* 
Spring lock and plate washers and 
metal stampings mfr. 

National Supply Co. ($154.7) 

Oil field equipment mfr. 

Milton Goldman Agency (n.a.) 
Theatrical agency 

A. R. T. Electronics, Inc. (n.a.) 

(Sub. of American Radio & Tele- 
vision, Inc.) 
Electronics research 

Marcelle Cosmetics, Inc. (7.a.) 

Hypoallergenic cosmetics mfr. 


General Carbonic Corp. (n.a.) 
(Controlling interest in) 
Carbon dioxide products and dry ice 
mfr. 


Geauga Industries, Inc. (over $.5)* 
Rubber and plastic industrial prod- 
ucts mfr. 


Plastic Industrial Products Co. (n.a.) 


Lorraine Burton Foods Co. (n.a.) 


Helemano Co., Ltd. (Hawaii) ($11.8) 
Pineapple, sugar and forest land 
owner 

Fibre Partitions, Inc. (over $.1)* 
Paperboard partitions and specialties 
mfr. 


Glutavite Corp. (n.a.) 
Ethical drugs mfr. 


Parfums Schiaparelli (n.a.) 


Hampden Watch Co. (n.a.) 

Massa Laboratories, Inc. (over $.5)* 
Underwater sound equipment, sonar 
devices and ultrasonic gear mfr. 


* Estimated minimum capital from ‘‘Thomas’ Register of American Manu- 


facturers, 1958” 


** Estimated minimum capital from ‘‘Thomas’ Wholesale Grocery and 


Kindred Trades Register, 1954” 


1See The Conference Board Business Record, November, 1957, for sources and 


methods used 


2 Annual sales, Moody’s Industrials, April 22, 1958 . 
3 Pro-forma combined balance sheet, Moody’s Industrials, April 15, 1958 
4 Pro-forma combined balance sheet, Standard Corporation News, May 7, 1958 


JUNE, 1958 


_, Acquirer 
Description and assets in millions 


Comptometer Corp. ($8.7) 
Calculating and diction-transcription 
machines mfr. 


Consolidated Foods Corp. ($96.4) 
Foods processor and wholesale grocer 

Continental Baking Co. ($96.3) 
Bread, cake and other food products 
rnofr, 

Continental Oil Co. ($603.6) 
Integrated oil producer 


H. 5. Crocker Co. (over $1.0)* 
Stationers and lithographers 


Curtis Publishing Co. ($96.3) 
Magazines publisher 


Eagle-Freedman-Roedelheim Co. (n.a.) 
(Formed by merger of) 


Eastern Sugar Associates (Puerto Rico) 
($16.1) 


Raw and refined sugars and black- 
strap molasses producer 


Esso Standard Oil Co. (n.a.) 
(Sub. of Standard Oil Co. 
Jersey) ] 
Oil refining and marketing 


Hureka Specialty Printing Co. (over 
$1.0)* 


Trading stamps, coupons 
gummed paper printing 

E Z Paintr Corp. ($1.6) 
Paint rollers, paint trays and related 
accessories mfr. 

Flank Oil Co. (n.a.) 
[Sub. of Asamera Oil Corp. Ltd. 
(Canada)] 


(New 


and 


General American Transportation Corp. 
$341.5) 


Freight cars and heavy welded steel 
equipment mfr.; specialized railway 
cars leasor 


General Fireproofing Co. ($37.9) 
Metal office furniture mfr. 

Giant Grip Mfg. Co. (over $.3)* 
Drop and connecting rod forgings 
mfr. 

Giddings & Lewis Machine Tool Co. 

($23.5) 

Heavy duty metal-cutting machine 
tools mfr, 


Grant Advertising, Inc. (n.a.) 

Handy & Harman ($22.0) 
Precious metals refining and fabri- 
cating 

Hathaway Industries, Inc. ($4.9) 
Bread and cake baker and distributor 


Hercules Motors Corp. ($14.8) 
Gasoline and diesel engines mfr. 


Iacino Bros., Inc. (7.a.) 
(Formed by merger of) 


sere 


Jersey Bolt & Spike Corp. (over $.5)* 
Heavy construction hardware, bolts, 
rods, spikes, etc., mfr. 


; _ Acquired Unit 
Description and assets in millions 


Union Thermoelectric Corp. (n.a.) 
Mfr. electro-mechanical devices in 
the printing telegraph, integrated 
transmission and related communica- 
tions fields. 

Orchard Hill Farms (n.a.) 

Frozen foods producer 

Dicarlo Bakery (Calif.)¥($3.5)1 

Wholesale baker of bread and rolls 


Buffalo Oil Co. 
(Producing properties and non- 
producing acreage of) (n.a.) 


iseieye aon Lithograph Co. (over 


Lithographers 

American Home Magazine Corp. (n.a.) 
(All voting stock of) 
Magazine publisher 

Eagle Shirtmakers, Inc. (n.a.) 
Men’s shirts mfr. 

Freedman-Roedelheim Co. (n.a.) 
Men’s shirts mfr. 

Fajardo Sugar Co. (Puerto Rico) ($15.6) 
Raw sugar and blackstrap molasses 
producer 


Lehigh Petroleum Co. 
(120 gasoline service stations, barge 
terminal, bulk storage plant and cer- 
tain equipment of) (n.a.) 

Outserts, Inc. (n.a.) 
Sealed folders mfr. 


Keno Plastics Processing, Inc. (n.a.) 
(75% of capital stock of) 


Oriental Refining Co. (n.a.) 
Petroleum and petroleum products 
producing, refining and distributing 
Taylor Oil Co. (n.a.) 
Petroleum and petroleum products 
producing, refining and distributing 


Sheridan Crude Oil Purchasing Co. 
(n.a.) 


Petroleum and petroleum products 
producing, refining and distributing 
Thompson Trailer Corp. (over $.3)* 
poposlizes cargo highway trailers 
r ; 


Piggy-Back, Inc, (n.a.) 
Railroad cars mfr. 
Otis Steel Products Co. (n.a.) 
Movable steel office partitions mfr. 
Prevost Forged Products (over $.1)* 
Drop forgings and conveyor hooks 
rs 


Prescott Co. = 
(Sub. of Sterling Precision Corp.) 
(Land, buildings and foundry equip- 
ment of) (n.a.) § 
Iron foundry and heavy machine 
shop operator 

Burke Co. Advertising (n.a.) 

Posen & Kline Tube Co. (over $.3)* 
Small-diameter precision industrial 
tubing mfr. 

Western Terminal Elevator Co. (n.a.) 


Ismert-Hincke Milling Co. (over $1.0)* 
Flour producer 

Topeka Terminal Elevators, Inc. (n.a.) 

Hall-Scott, Inc. 
(Engine div. of) (n.a.) 

Dr. Pepper Bottling Co. (Col.) (n.a.) 
Soft drinks bottler 

Rocky Mountain Beverages, Inc. (n.a.) 
Soft drinks bottler 

Bayonne Bolt Corp. (n.a.) 

(Sub. of Republic Industrial Corp.) 
Bolts, nuts, washers and tie rods 
mfr. 


1 Annual sales volume, The Wall Street Journal, April 30, 1958 
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Announcements of Mergers and Acquisitions (Continued) 
Bo ee ee eee ee eee 


Acquirer = 
Description and assets in millions 


Kayser-Roth Corp. ($53.8)! 
(Formed by merger of) 


Kennecott Copper Corp. ($807.5) 
Copper mining and refining and brass 
mill products mfr. 

Litton Industries, Inc. ($61.5) 
Electronic components, equipment 
and systems and office business 
machines mfr. 


Lord-Mott Co., Inc. (over $.1)* 
Packer of oysters, fruit and vegetables 


Lovejoy Flexible Coupling Co. (over 
$.3)* 


Power transmission equipment and 
variable speed pulleys mfr. 


Ludman Corp. ($5.3) 
Windows, jalousies and doors mfr. 


Mosler Safe Co. (over $1.0)* 
Safes, locks and bank vaults mfr. 
Jointly with 
J & L Taylor, Ltd. (Canada) (n.a.) 
Safes mfr. 
National Tea Co. ($139.9) 
Retail food store chain operator 


Natomas Co. ($42.1) ‘ 
Gold dredging and leasing and selling 
of agricultural lands 

Newcomb-De Vilbiss Co. (n.a.) 

(Sub. of De Vilbiss Co.) 


Philip Morris, Inc. ($298.7) , 
Cigarettes, cigars and smoking to- 
baccos mfr. 


aaron Radiation Instruments, Inc. 
8 


Hi-fidelity equipment and compo- 

nents, geiger counters and other port- 

Bile radiation detection instruments 
ro 


Prince Gardner Co., Inc. ($4.7) 
Work clothing and leather goods mfr. 


Puget Sound Pulp & Timber Co. ($37.9) 
Bleached sulphite wood pulp, indus- 
trial alcohol, paperboard, cellulose 
and lignin products mfr. 

Rudin & Roth (n.a.) 

Hosiery mfr. 

Scranton Lace Co. ($4.7) 

Lace and plastic curtains, drapes, 
napkins, etc., mfr. 

Seeburg Corp. ($15.2) 

Coin-operated phonographs, missile 
components, telemetering equipment, 
transmitters, etc., mfr. 

Southeastern Public Service Co. ($27.1) 
Ice and natural gas producer and cold 
storage plant operator 

Southern Weaving Co. ($2.1) 
Non-elastic narrow fabrics, webbings, 
tapes, etc., mfr. 

Suburban Gas Service, Inc. ($6.5) 
Liquefied petroleum gas distributor 

Sweets Laboratories, Inc. (n.a.) 
(Sub. of Connelly Containers, Inc.) 
Chewing gum base mfr. 

Talon, Ine. ($39.6) 

Slide and snap fasteners, closures and 
metal buttons mfr. 

Thiokol Chemical Corp. ($14.9) 
Special purpose synthetic rubbers, 
plasticizers and chemicals mfr. 


Topics Publishing Co. (n.a.) 
Magazine publisher 


Trico Co. (n.a.) 


Acquired Unit ns 
Description and assets in millions 


Julius Kayser & Co. ($35.7) 
Hosiery, lingerie, fabric gloves, etc., 
mfr. 

Chester H. Roth Co., Inc. (n.a.) 
Hosiery mfr. ; 

American Smelting & Refining Co. 
(Copper smelter of) ($20.0) 


Digital Control Systems, Ine. (n.a.)_ 
Research and development of digital 
computers 


Roger White Electron Devices, Inc. 
(over $.3)* 

Microwave sweep generators, travel- 
ing wave tube amplifiers and gas 
tubes mfr. 

Booth Packing Co. 
(Plant and property of) (n.a.) 

Hi-Lo Mfg. Co. (n.a.) 
(Controlling interest in) 
Variable speed pulleys mfr. 


Florida Windows, Ince. (n.a.) 
Sliding windows and screen doors 
mnfr. 

Dominion Safe & Vault Co., Ltd. 
(Canada) (n.a.) 

Safes and related products mfr. 


Food Bank Super Markets (n.a.) 
Three store food chain (Colorado 
Springs, Col.) 

Bol-Inca Mining Corp. (n.a.) 

(66.7% controlling interest in) 


Detroit Harvester Co. 
(Certain assets of Peters-Dalton 
Div. of) ($2.5)3 

Polymer Industries, Inc. (over $.3)* 
Industrial adhesives and _ textile 
chemicals mfr. 

Tops Music Enterprises Corp. of New 

York (n.a.) 


Tops Music Enterprises, Inc. of Cali- 
fornia (n.a.) 
Rohlik, Inc. (over $.5)* 
(Certain assets, name and business 


fe) 
Leather cases mfr. 
Pacific Coast Paper Mills of Washing- 
ton, Inc. (over $1.0)* 
Toilet and facial tissues, napkins and 
similar products mfr. 


Anthony Hosiery Mill (n.a.) 


Eicor, Inc. (n.a.) 
(Sub. of F. L. Jacobs Co.) 
Electrical equipment mfr. 


Eastern Electric Co. (n.a.) 
Cigarette vending-machine mfr, 


Consumers Ice Co. (n.a.) 
Hudson Narrow Fabric Mill (n.a.) 


Indio Gas Co. (n.a.) 


mares Faber Mill 

and, buildings and equipment of 

($.3)4 3 2 

Cue Fastener Corp. 
Soy and production facilities of) 
n.d. 

Reaction Motors, Inc. ($5.8) 
(Affiliated with Olin Mathieson 
Chemical Corp.) 


Liquid-propellant _ Tocket power 
plants and accessories mfr. 

“Forecast for Home Economists” 
Magazine 


Rosenberg Bros. & Co. (n.a.) 
(Almond div. of) 
(Sub. of Consolidated Foods Corp.) 


a 
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Acquirer few 
Description and assets in millions 


Universal Marion Corp. ($38.8) 
Power shovels, excavators, cranes and 
allied equipment mfr. 
Vanadium-Alloys Steel Co. ($21.2) 
Tool and die steels and pre-alloyed 
steel powders mfr. 


Victoreen Instrument Co. ($2.6) 
Radiation measuring instruments 
mfr, 

Weatherhead Co. ($46.6) 

Equipment parts for the automotive, 
liquefied petroleum gas, aviation and 
other industries mfr. 

J. S. Young Co. ($3.3) 

Licorice paste used in tobacco indus- 
oy, dyewood and tanning extracts 
mfr. 


Zale Jewelry Co. ($24.9) 


Acquired Unit ae 
Description and assets in millions 


Scullin Steel Co. ($10.0) 
Steel castings mfr. 


Metal Forming Corp. ($2.0) . 
Welded high-alloy steel tubing, metal 
moldings and posture chairs mfr. 
Kolux Corp. (over $.3)* 
Outdoor electric signs and advertising 
displays mfr. 
Plew Tool Co. (over $.1)* 
(70% interest in) 
Small tools mfr. 


Tannin Corp. (n.a.) 
Special leather tanning extracts mfr, 


Mayor Jeweiers (Calif.) (n.a.) 


Retail jewelry stores chain operator 
Kirk Jewelers (Calif.) (.a.) 
Lorenz Jewelers (Calif.) n.a. 
| Levitt’s (Kansas) (n.a.) 


* Estimated minimum capital from “‘Thomas’ Register of American Manu- 


facturers, 1958” 


1 Pro-forma consolidated balance sheet, Moody’s Industrials, April 29, 1958 
2 Approximate purchase price, The New York Times, May 1, 1958 
Purchase price, Standard Corporation News, April 24, 1958 
4 Purchase price, Moody’s Industrials, April 11, 1958 
n.a.—not available 


Business Forecasts 


(Continued from page 227) 


too fast as it did during 1956-1957, but the general trend will 
still add almost 50% to our gross national product by 
1965. cus 


Automobiles 


Henry Ford II, president, Ford Motor Company (as re- 
ported in The New York Times, May 23)—“‘Henry Ford . . . 
[said] that odds were in favor of ‘at least a modest recovery’ in 
the nation’s economy toward the end of this year. 

“The slowing rate of decline in March and April, he said, 
was normally the first step in the transition from recession to 
recovery. ... 

“He said that passenger car sales would decline from 6 mil- 
lion last year to a projected 434 million in 1958, while truck 
sales will be about 750,000, a drop of about 125,000 from 
last year. 

“He said there were a number of factors in the present auto 
market that could start a resurgence if ‘the mood to buy’ de- 
veloped in the consumer. . . . 

“Mr. Ford said that economy was the primary selling point 
for dealers in small cars. He predicted that sales of these 
‘foreign economy cars’ would attain a level of from 300,000 to 
400,000 a year, and maintain that level for several years. . . .”” 


Machinery 


Carl L. Hecker, executive vice-president, Oliver Corporation 
(as reported in Steel, June 2)—“Farm machinery sales this 
year show prospect of increasing 10% to 15% over 1957’s. 
Sales last year were about 5% over 1956’s. 

“Carl L. Hecker . . . believes 1958’s sales will climb about 
12% above those for 1957. To date, he says, they are about 
25% above the year-ago period. . . .” 


BUSINESS RECORD 


(See summary of executive opinion on page 231) 


Business Reports on Business 


METAL INDUSTRIES 


Aircraft and Parts 


Four producers of aircraft and aircraft parts cooperated in 
this survey. Their responses on first-quarter, 1958, new orders 
and billings are quite varied. One respondent writes that 
“in the first quarter of 1958, we received approximately a 
6.6% increase in new orders over those for the same period in 
1957.” The second respondent booked new orders at “approxi- 
mately the same” rate as in the first quarter a year ago, the 
third reports that its new order receipts declined “56.2%,”’ and 
the fourth made no comment on this question. 

The first quarter, 1958, billings of one company were “‘ap- 
proximately 100% greater” than those of the first quarter of 
1957. But the three other firms reported first-quarter billing 
totals of “6%,” “23%” and “56.4%” below those of last year’s 
first quarter. The president of one of these firms explains: 
“Our billings decline was largely due to the curtailment of the 
aircraft defense program as well as the transition from piston 
engines to jet engines in the commercial aircraft field. Because 
of this, we are trying our utmost to get into other fields which 
are allied with our manufacturing facilities,” 

One respondent says of his company’s dip in new order 
receipts that ‘we believe February, 1958, was the low point in 
bookings for our company during the current cycle.” Billings 
are expected to reach bottom in the second and the third 
quarters according to two cooperators. 

The vice-president of an aircraft parts company expects “a 
definite upturn in new orders during the third quarter; but it 
will be the first quarter of 1959,” he says, “‘before billings will 
be decisively improved.” The president of another firm also 
estimates “a definite upturn in billings about the middle of the 
third quarter of 1958.” 


Blast Furnaces and Steel Mills 


Although most of the seven iron and steel companies taking 
part in this survey, experienced a substantial fall-off in busi- 
ness during the first quarter of 1958 compared with the first 
quarter of 1957, they expect a marked improvement in new 
order and billings rates some time before the end of the year. 

These companies reported declines in new order receipts for 
the first quarter of this year that were “8.1%,” SoS Oy OG 
“3707,” “40%,” and “60%” below last year’s first quarter 
totals. The seventh company did not provide comparisons. 

Billings in the first quarter of 1958 were lower than in the 
first quarter of 1957 in six cases. Reported declines range from 
13%” to “22%,” “29%,” “37%,” “38%” and “45%.” 

One respondent feels that the low point in his company’s 
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incoming order rate occurred sometime “during the past six 
months.” Two other respondents put the low in new orders “‘in 
the month of April,” and two think it will come “in the third 
quarter of this year.”’ A sixth respondent says that “in the 
best judgment of our sales managers, our company’s new- 
order rate will reach bottom in October-December of 1958.” 

One cooperator estimates that the bottom in billings was 
reached in February and March of this year. Two others be- 
lieve their billings are “scraping bottom now”; while a fourth 
puts the low “in the third quarter, perhaps July.” A fifth 
cooperator expects billings will bottom-out in the “fourth 
quarter of this year.” 

Looking ahead, one steel company president expects a rising 
order rate for his firm even if business for his customers does 
not improve. This seeming paradox he explains as follows: 
“The metalworking industry which we serve is averaging only 
about 15% below the peak; whereas, we are currently about 
45% below the peak. When our customers start to buy ac- 
cording to use, our business should pick up, even though our 
customers’ business might remain at the same level or fall a 
little.” 

Six respondents’ expectations for substantial improvement 
in order levels range from the third quarter of this year to the 
early part of 1959. The vice-president of one company makes 
a prediction for a “definite upturn in orders in September.” 
Another puts it somewhere “between August and October 
1958.” A third respondent expects his company’s order rate to 
rise “in the third quarter or early in the fourth quarter,” and 
another says this will occur “in September or October.” A 
fifth respondent anticipates “an upturn in new orders in the 
November 1958-January 1959 period’; and the remaining 
cooperator reporting on this point expects a definite rise in his 
incoming orders in the “‘first or second quarter of 1959.” 

Three of six respondents estimating the date when dollar 
billings will begin markedly to increase specify the third or 
fourth quarter of this year. The other three indicate dates 
ranging from “October of this year,” to sometime between 
“November 1958 and January 1959,” and the “‘first or second 
quarter of 1959.” 


Electrical Industrial Equipment 


Most of the nine manufacturers of electrical industrial 
equipment, participating in this survey, report a slump in the 
first quarter, 1958, dollar value of new orders and billings 
compared with first-quarter, 1957 levels. The majority of 
them, however, feel either that the bottom in their business 
has been passed or that it will occur shortly: sometime in the 
second quarter of this year. 

Only one cooperator reports that “our incoming orders for 
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the first quarter of 1958 showed an increase of approximately 
10% over the first quarter of 1957.” Six others register de- 
clines of “5%,” “7%,” “10%,” “20%,” “23%,” and “25%.” 
The two remaining companies make no reply on this point. 

Similarly, when comparing dollar billings for the first quar- 
ter of 1958 with those of the first quarter of 1957, one com- 
pany shows a rise of “10%.” Seven companies report declines 
of: “6%,” “10%,” (two companies), “14%,” “15%,” “20%,” 
and ‘23%,’ from last year’s first-quarter levels. 

The president of one electrical equipment company reasons 
that in his firm, billings comparisons were not as bad as they 
might otherwise have been due to “‘several new products which 
so far appear very promising. These are off-setting a loss in a 
highly competitive product group on which the company has 
depended for the majority of its sales in the past.” 

One company executive, explains the impact of the slump 
on his firm’s operations: “While the reduction in new orders 
and billings from last year’s first quarter to this is substantial, 
its effect is more serious because new manufacturing facilities, 
added in 1957, have increased our manufacturing potential by 
a considerable amount.” 

When asked to estimate the period when new orders will 
reach bottom the vice-president of one firm replies: ““Appar- 
ently we hit our lowest point in new order receipts during the 
months of November and December of 1957.” Two other 
firms claim that they reached the low in new orders during the 
months of February and March, respectively. A fourth co- 
operator says that “the bottom for new orders was reached in 
March or possibly in April.” Three’ additional firms feel that 
their new order low will occur in the second quarter, and one 
expects orders to bottom-out sometime in either the third or 
the fourth quarter of this year. 

Cooperators in this industry generally feel that the down- 
trend in their billings is following a course similar to the slump 
described for new orders. One respondent says billings hit 
bottom in the last quarter of 1957, a second that it occurred 
in Feburary, and a third cites “March or April of 1958.” 
Other predictions range from the present to the last quarter of 
the year. Three predict that the low point in billings will come 
sometime during the second quarter, one feels that his ‘‘bill- 
ings will probably hit bottom this summer,” and another esti- 
mates that it will not come until the third or fourth quarter. 

Four of the firms say that a definite upturn in new orders 
has already occurred in the first quarter of this year (one 
respondent), or will occur in the second quarter (three re- 
spondents). Three others expect new orders to rise in the 
fourth quarter of 1958, and one believes that the upturn will 
not occur until some time next year. 

Three firms expect a definite improvement in billings in the 
second quarter, one in the third quarter, and one in the final 
quarter of 1958. One firm, however, does “not expect an 
upturn in billings before February 1959,” and the opinion of 
still another is that a marked rise in his company’s billings 
may not appear until sometime in early 1960. 


General Industrial Machinery 


The eighteen manufacturers of general industrial machinery 
who cooperated in this survey report that their new orders for 


the first quarter of 1958 were lower than those for the first 
quarter of 1957, and for most of them, billings, too, were 
lower. Despite these first quarter results, several firms feel 
that they have passed the bottom in new order bookings, and 
almost all of them agree that there will be a definite upturn in 
their business before the year’s end. 

New order receipts in the first quarter of this year were 
“4% less” and “about &% less” than in the first quarter of 1957 
in two companies, and “10% less” and “down 121449” in two 
others. Six firms’ new order bookings fell between “20% and 
26%,” from last year’s levels, and six others reported new order 
declines of “35% (two companies), “37.7%,” “45%,” and 
“50%” (two companies). 

The vice-president of one of the two remaining firms who 
reported a decline of “57%” in his firm’s new orders in the 
first quarter of 1958 compared with those in the first quarter 
of 1957 says, however: ““We must qualify this by noting that 
the first-quarter-1957 new order level was exceptionally high. 
We would not expect, even in the best of times, to continue to 
book at that rate. The first quarter of 1958, as a matter of fact, 
was more nearly in line with a normal booking picture for a 
company of this size.” 

The eighteenth respondent received new orders in the first 
quarter of this year that were “63%” below those written in 
the first quarter of last year. 

While three companies posted rises in billing levels of 
“3%,” “15%,” and “28%,” the other fifteen failed to match 
year-ago billing totals. The chairman of one firm says: “Our 
billings in the first quarter of 1958 were about 214% less than 
those in the first quarter of 1957.’ At two other firms, first 
quarter billings dropped by “10%.” One firm was “down 
15%,” and one was “lower by approximately 18%’ from last 
year’s first-quarter levels. 

Three cooperators report that “dollar billings for the first 
quarter of 1958 declined from those in the first quarter of 1957 
by about 20%.” In two other companies declines were noted of 
“23%,” and “24%” from last year’s first quarter levels. 

One respondent, whose billings total in the first quarter of 
this year was ‘26% less” than it was in the first quarter of 
1957, reasons that “‘our customers are concerned with the 
problem of inventory and are probably slowing down on re- 
placement of goods which they are using from inventory 
stock.” 

An executive of one general industrial machinery producer 
reports: “Our dollar billings in the first quarter of 1958 are 
28% less than those of the year-ago first quarter.’”’ Two other 
companies report dollar billings declines in the first quarter of 
“33%,” and “35%.” The most severe decline in first-quarter- 
1958 billings is reported by a company president whose firm 
suffered a “50%” reduction from first-quarter-1957 levels. 

“Our new order rate has been essentially level for the past 
six months, indicating that it has bottomed out,” says the 
chairman of one machinery manufacturer. Another company 
executive states that his company feels its new orders are 
“near the bottom, and we think, from contacts with custom- 
ers, that their inventory reduction activities are about over.” 
Still another feels that the low point in new orders “has been 
passed.” 
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The vice-president of a fourth cooperating company re- 
ports: “The bottom of the decline of incoming new orders was 
reached apparently in December 1957,’ Two others feel that 
the low in new orders occurred in the first quarter of this year, 
and another reports (along a similar vein) that “we time the 
bottom in our new orders rate in March or April of this year.” 

Two firms expect that their new order receipts will reach the 
low point in the second quarter of this year, three expect the 
low in the third quarter, and one expects it in either the 
second or the third quarter of 1958. 

Twelve respondents estimate the date for a bottoming-out 
in their dollar billings. One firm claims that the low point in 
its dollar billings has passed,,and another specifies that “our 
billings hit bottom last fall.’’ The other ten, however, feel that 
they have yet to halt the downward trend in their dollar 
billings. Three cooperators forecast that their billings will drop 
until “the second quarter of 1958,” six others predict the third 
quarter of this year, and one says: “Our billings will hit bottom 
around the third or fourth quarter of this year.” 

The cooperating general industrial machinery manufactur- 
ers were also asked: “When do you expect a definite upturn in 
your new orders?” Replying to this question the president of 
one company writes: “A significant upturn in our new order 
receipts depends upon a definite improvement in the rate of 
production of the steel industry. Recent published statements 
by steel industry representatives indicate that a decided up- 
turn in the steel industry may not come before the third or 
fourth quarter. Accordingly, we do not expect a decided up- 
turn in our new orders before the third quarter.” 

Timing the upturn in new orders, three companies express 
the opinion that their orders will increase significantly during 
the second quarter of the current year; four others foresee “a 
definite upturn in the third quarter of this year”; one company 
expects new orders to rise markedly “in the last half of this 
year’; eight companies “expect a definite upturn in order 
ates in the fourth quarter of 1958”; and the least optimistic 
of these companies believes that “there will be no upturn in 
new orders until either the fourth quarter of this year or the 
first quarter of 1959.” 

Billings will rise markedly in the third quarter of 1958 ac- 
cording to two respondents; in the fourth quarter according to 
four respondents, and in the last quarter of 1958 or the first 
quarter of 1959, according to one respondent. Two companies 
expect to experience a marked upturn in their billings in the 
first quarter of 1959, and another expects a significant im- 


_ provement in its billings in the second quarter of 1959. 


Hardware 


Ten hardware producers cooperating in this survey report 
lower first quarter results. Comparison of the dollar value of 
new orders received in the first quarter of 1958 against those 
received by these same firms in the first quarter of last year 
show bookings lower by: “6%,” “7%,”” “12%,” “16%,” “20%,” 
“95%,” “30% (two companies), “43%” and “43.5%.” Like- 
wise, dollar billings at all ten hardware companies were 
lower by “7%,” “7.5%,” “10%” (two companies), “14%,” 
“90%,” “23.5%,” “26%,” “30%,” and “34%.” 

The treasurer of one of the companies surveyed says: “We 
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feel that the bottom in our new order receipts and in billings 
has already been reached,” and two other firms believe that 
“the bottom in new orders and billings was reached during the 
month of March.” Another firm, however, expects that the 
lowest level in new orders and billings will be reached by the 
“third quarter of 1958.” 

The president of one hardware company says: “I expect a 
definite upturn in new orders in May,” and two other firms 
agree that it will occur in the second quarter. A fourth com- 
pany expects a definite rise in orders in “mid-summer or fall,” 
and two companies expect a definite upturn in the fourth 
quarter of 1958. One firm, on the other hand, predicts that a 
rise in new orders will be postponed until “the second quarter 
of 1959.” 

Three companies expect billings to show definite improve- 
ment in the second quarter of 1958; another expects the rise 
in “midsummer or fall’ of this year; and another firm looks 
for a marked rise in billings in “the last quarter of this calendar 
year.”’ A sixth company doesn’t expect billings to rise notice- 
ably until the “second quarter of 1959.” 


Industrial Machinery—Specialized 


Most of the seventeen makers of specialized industrial ma- 
chinery cooperating in this survey found that new orders and 
billings in the first quarter of 1958 were at a lower level than 
in the first quarter of 1957. In only four cases were new order 
levels reported higher. The percentages ranged from “20%,” 
“24%,” and “25%,” to “50%.” Twelve companies, however, 
posted declines in the first quarter of this year of “approxi- 
mately 5%,” “17%,” “about 19%,” “about 20%” (three com- 
panies), “approximately 25%,” “approximately 33%,” “35%,” 
“38%,” “45% and “65%.” 

Compared with the first quarter of 1957, the dollar billings 
of three cooperators climbed “10%,” “20%,” and “36%” in 
this year’s first quarter. But in thirteen companies billings 
declined from last year’s first quarter levels. One of the com- 
panies reports that its billings were “‘slightly” lower than last 
year’s. Two others showed declines of “1%” and “5%.” Four 
showed declines of “10%,” “15%,” “17%,” and “19% and 
three dropped “20%,” “23.5%” and “25%.” The greatest per- 
centage losses in billings from the first quarter of 1957 to the 
first quarter of 1958 were “33%,” “40%,” and “41%.” 

The opinion of four of the firms, as expressed by a controller 
of one of the companies, is that “the bottom has probably been 
reached in our new order rate.’”’ Other respondents specify the 
quarter in which they think the bottom in new order receipts 
was reached. One indicates “the fourth quarter of 1957” and 
two indicate “the first quarter of 1958.” Three respondents 
expect that their new order receipts will bottom-out in the 
second, third and fourth quarters of this year, respectively. 

Three executives say that dollar billings “have already hit 
bottom.” One company’s vice-president specifies the “fourth 
quarter of 1957” and another firm’s treasurer says “we passed 
the bottom for billings in February.” Seven other com- 
panies, however, reply that the low for billings will come some- 
time during the balance of 1958. Three companies predict the 
second quarter and two mention the second or third quarters, 
and one estimates that the low point in billings for his com- 
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pany will be reached in the third or fourth quarter. Still an- 
other firm does not expect its billings to reach bottom until 
sometime “in the second or third quarter of 1959.” 

Replying to the question of when do you expect a definite 
upturn in your new orders, one company president says: “It 
is difficult for us to predict an upturn and, furthermore, when 
it comes we expect it to be spotty, not definite.” 

However, eight companies predict the period that a marked 
rise in new order receipts can be expected. Two “expect a 
definite upturn in new orders sometime during the second or 
third quarter of this year,” and two others specify the third 
quarter. A fifth company believes a definite upturn in new 
orders will come “during the second half of this year,” and the 
president of one firm believes that “the upturn of new orders 
will be decisive in the last quarter of this year or the first 
quarter of 1959.” A seventh company expects its new order 
receipts to improve substantially by mid-1959, and the eighth 
respondent feels such a rise will have to wait until the “second 
half of 1959.” 

Predictions for a definite rise in billing activity are made by 
seven cooperators: one places the rise “in June or July of this 
year,” one in the third quarter, one in the fourth quarter, and 
two some time in the second half of 1958. Two of the re- 
spondents do not see a definite rise in billings until the “first 
quarter of 1959” and the “‘first half of 1960.” 


Instruments, Controls and Apparatus 


Most of the twelve manufacturers of instruments, controls 
and apparatus participating in this survey experienced de- 
clines in new order and billing levels in the first quarter of 
1958 as compared with those in the first quarter of 1957. 
Looking ahead, however, the majority expect that the low 
point in their new orders and billings will occur in the second 
quarter of 1958, and that both levels will show substantial 
improvement in the third quarter of this year. 

While one respondent reports a “6%” gain in his new order 
receipts during the first quarter of 1958, over the first quarter 
of 1957, ten others suffered declines. One respondent recorded 
a decline of “3%,” four others recorded declines of from 10% 
to 19%, three recorded declines of from 20% to 29%, and the 
other two experienced declines of “43.5% and “44%.”’ One 
company did not report on new orders. 

Two respondents report gains of “6% and “22%” in total 
dollar billings, for the first quarter of 1958 compared with first 
quarter of 1957. But ten others report that their dollar billings 
in the first three months of 1958 were less than in the corre- 
sponding months of 1957. Six record declines ranging between 
1% and 9% and the other four report declines in the 10% to 
19% range. 

Billing levels were still receding at the end of the first 
quarter, according to one cooperator. He states: “Billing totals 
in the last five weeks of the first quarter of 1958 were in excess 
of 9% lower than those in the same weeks of the previous year. 
And, comparisons of a like nature for the last three weeks of 
the quarter show a decline of nearly 12%.” 

Among the seven respondents who estimate the date of the 
low point in new order receipts, one believes it occurred in the 
fourth quarter of 1957, and another says: “It is possible that 


orders reached bottom in November-December 1957. If that 
does not prove to have been the bottom, then we anticipate 
that the low point will be reached in August of 1958.” Four 
cooperators indicate that they believe the “bottom in new 
order rates will be reached in the second quarter of 1958.” The 
seventh respondent predicts that, for his company, the low 
point in new order receipts will come “in September, 1958.” 

The estimates given for the low point in dollar billings are 
very similar to those reported for new orders. One company 
feels that the low in dollar billings will be in “January of this 
year.” Four of the respondents believe “billings will hit bottom 
in the second quarter of 1958.” Two other producers expect 
the low in the third quarter of the current year. 

“We look for a definite upturn in orders during the latter 
part of the second quarter of 1958,” says the president of one 
company. Five others, however, believe that a decisive rise in 
new order receipts will come in the third quarter, and two of 
the manufacturers “cannot foresee a decisive rise in new 
orders until next year.” 

Of ten companies giving a timing estimate regarding a 
definite upturn in billings, one suggests April, 1958, seven 
estimate “the third quarter of 1958,” and two respondents 
“feel the real upturn in billings will not come until 1959.” 

On the other hand, an executive of one company writes: 
“Tt is our sincere feeling that the automatic control industry 
will fare about as well in 1958 as it did in 1957. There are 
certain indications that the industry volume may be up 2% or 
3% which would be a most encouraging factor because 1959 
should definitely be the year for a general increase in the use of 
automatic controls and instrument devices.” 


Iron and Steel Foundries 


The ten iron and steel foundry executives who reported in 
this survey indicated that new order receipts for the first 
quarter of 1958 fell “12.2%,” “25%,” “29%,” “30%,” “35%,” 
“40%,” “50%,” “51%,” “62%,” and “65%,”’ below those in the 
first quarter of 1957. . 

They also indicated that billings have declined in the ten 
companies by “10%,” “12.1%,” “16%,”’ “20%,” (two com- 
panies), “25%,” “30%,” “32%,” “86%,” and “38%” from last 
year’s first-quarter levels. 

Of six companies estimating when the decline in their new 
orders will level out, one believes that the low point “‘has been 
reached,” and two others specify the first quarter of this year. 
Two companics expect that the low in their new orders will be 
reached some time in the second quarter of 1958, and one sug- 
gests that quarter or the first part of the third quarter of 1958. 

Two companies believe that the lowest point in billings has 
already been passed: one specifies that it occurred “in Decem- 
ber.” Four companies “believe dollar billings will hit bottom 
during the second quarter of this year.” But two companies 
expect that “it is unlikely that the decline in billings will 
level-off until the third quarter of 1958.” 

Four of the foundry executives estimate the date a definite 
upturn in new order bookings will occur. One puts a decisive 
rise in new orders in April of this year, two expect a definite 
upturn “in the third quarter” and one suggests the “fourth 
quarter” of 1958. 
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According to one respondent, billings will improve substan- 
tially in April; according to three others they will not improve 
until sometime in “the fourth quarter of 1958.” 

A foundry executive points out the difficulties that his com- 
pany encounters in attempting to forecast new orders and bill- 
ing levels: “In several of our product lines, single large con- 
tracts often have a significant influence on our booking and 
billing rate for any given quarter. Most of our estimates must 
be given a plus or minus factor of several months because, al- 
though we generally know whether or not we are to obtain 
such contracts, both the actual date of letting, as well as the 
shipping date, is subject to change. The next few months hold 
many such uncertainties.” 

Two other foundry executives, while not venturing to pre- 
dict when a definite improvement in their business will de- 
velop, feel that “the upturn in business will be gradual, rather 
than decisive in nature.” 


Metal Stamping and Coating 


In the first quarter of 1958, the new orders in one company 
declined from the levels prevailing in the corresponding 
months of 1957 by “4%,” and by “25%” in two others. The 
fourth metal stamping and coating company in this survey 
makes no such comparison. 

One company president says of billings that “our first 
quarter showed an 18% increase over the first quarter in 1957.” 
He goes on to explain, however, that “roughly fifty percent of 
this increase is attributable to customers ordering out mer- 
chandise in advance of a price increase.” The other three re- 
spondents recorded declines in dollar billings of “4%,” “19%,” 
and “48%.” 

One of the four respondents suggests that “the bottom in 
new orders and billings was hit in February of 1958,” and an- 
other says: ““We believe that we have already passed the low 
point in dollar billings for this year.”’ One of the companies, 
reporting a lower rate of new orders and billings this first 
quarter compared with the first quarter of 1957, writes as fol- 
lows: ““We would like to think that we are at the bottom of the 
decline now and that business might level off. However, in our 
case, the first few weeks in April have not been too encourag- 
ing, therefore, our present thinking is that, it is possible that 
we might go a little lower. A number of our customers are 
doing fairly well and others come pretty close to holding their 
own. However, the heavy dropoff in the automotive industry 
has had a very pronounced effect on our orders and shipments. 
Incidentally, this dropoff in automotives was much sharper 
and more severe than we had anticipated.” 

The controller of one firm expects a decisive rise in new 
orders and billings in April of this year, while a vice-president 
says of his company that “there will be a definite upturn in 
new orders for our civilian products on or before June Ist, 
1958. I might add that during April and the remaining months 
of 1958, we are due to make substantial shipments on govern- 
ment contracts.” 


Metalworking Machinery 


Both in terms of new orders received and billings, business 
was lower in the first quarter of 1958 than in the first quarter 
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of 1957, according to the reports of thirteen producers of 
metalworking machinery. But these reports indicate that an 
improvement in business may be in the offing. 

For example, the vice-president and controller of one of the 
responding companies cites the following event as a harbinger 
of an impending upturn in his company’s prospects: “Just 
recently, a customer who cancelled his appropriation for some 
machine tool purchases last year, has reinstated a portion of 
the cancellation and is now preparing to place some orders.” 
The chairman of another firm, taking the longer view, says: 
““We see a continuing demand for our products because manu- 
facturers realize the need for cost-cutting machine tools in 
order to compete.” 

Levels of new orders in the first quarter of 1958 sagged 
below those in the first quarter of 1957 at all of the com- 
panies reporting. One company showed a decline of “9%,” and 
two others were down “12.5%” and “17.5%,” respectively. 
The remaining companies report declines of: “30%,” “34%,” 
“41%,” “45%,” “50%,” (two companies), “65%,” “66%,” 
70.2%,” and “75%.” 

Billings, too, were at a considerably lower level in the first 
quarter of 1958 as compared with the first quarter of 1957 
in the thirteen companies. The smallest decline in billings was 
“6%.” Two other companies report declines of “15%” and 
“17.5%; two more recorded “34%” and three recorded de- 
clines of “35%.” Two additional respondents’ billings showed 
declines of ‘45%’; three companies were down “50%,” “51%” 
and “58%.” 

Seven of the eleven respondents, reporting on this question, 
feel that their new order receipts have already reached bottom. 
Three other companies, however, believe that the downward 
trend in their new orders will come to an end in the “second 
quarter of this year,’ and the most pessimistic cooperator 
expects new order bookings to reach a low point no later than 
in “August, 1958.” 

According to one respondent: “Our billings probably hit 
bottom in the last quarter of 1957.” And another company 
executive feels that “billings touched bottom in the first 
quarter of this year.” The greatest number of cooperators, 
however, expect their billings to reach the low point in the 
second quarter of 1958 (four companies), while three com- 
panies believe that the low for billings “‘will be reached some- 
time in the third quarter of 1958.” 

Commenting on when he expects his business to go into a 
rising trend, a machine tool manufacturer states: “For our 
business to get substantially better, our customers must be 
much busier than they are now. The lag in automotive pur- 
chases must be stepped up and steel mills must be running at a 
reasonable percentage of capacity; and it is my feeling that 
this can not occur in a substantial way until at least the middle 
of the year.” 

Of the six companies that venture to estimate when a 
definite upturn in new orders will take place, two forecast that 
their order rate will accelerate sometime in the third quarter 
of 1958, two expect a decisive upturn “in the last quarter of 
this year,” and two feel that their incoming orders will not 
show definite improvement until sometime in 1959. 

Billings are expected to rise definitely in the third quarter of 
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1958, according to two respondents, and in the fourth quarter, 
according to another. Three cooperators expect the resurgence 
in their billings to be delayed until sometime in 1959. 

The vice-president of one company, however, writes that 
he is less certain as to the prospects for better business in his 
firm: “There is nothing in sight at the present time to indicate 
any definite upturn in the volume of new orders. Sales of our 
machine tools can usually be traced to three types of programs: 
expansion of capacity, replacement, and new products. Un- 
fortunately, demand for expansion of capacity and for replace- 
ments usually comes at the same time, accentuating our 
peaks, while the demand for machine tools for new products 
can occur at any time. We cannot see any definite trend in 
machine tool demand until the demand for metals shows signs 
of increasing over the present levels. We have hopes that late 
summer or early fall will bring an increase in volume of new 
orders but this is a hope more than a definite expectation.” 


Motor Vehicles and Equipment 


Of the three reporting manufacturers in this industry, two 
indicate that the total value of new orders written and of 
dollar billings in the first quarter of this year was higher than 
in the first quarter of 1957. Gains in new order receipts of 
“5%” and “6.1%” were recorded by two companies, but the 
third company suffered a decline of “30%.” Billings, too, 
showed increases over year-ago levels of “9.8%” and “12%” in 
two companies, and were “28%” lower in the third company. 

The vice-president of an automotive parts company at- 
tributes his company’s gain in new orders and billings to 
several favorable circumstances. He writes: 

“Our average unit price increased in the first quarter of 
1958 over that obtaining in the first quarter of 1957. Also, our 
government orders received increased about 50% in the first 
quarter of 1958 over those received in the first quarter of 1957. 
Finally, a temporary downturn in the original equipment 
market does not necessarily have an adverse effect on our 
over-all sales results in view of the higher billing prices for the 
replacement portion of our business.” 

An executive representing one of the responding companies 
says that the “turn” in his company’s new order receipts and 
billings occurred as far back as “last May.” In another com- 
pany “billings have already hit bottom.” 

Commenting on when he expected business to be better, 
one executive says: “We believe an upturn in orders occurred 
in the month of March, 1958.’ Another respondent expects 
that a definite rise in his billings will occur in “May or June 
of this year.” The third survey participator states that “as our 
industry pattern shows a definite fall-off annually in the third 
quarter, we do not believe there will be any substantial im- 
provement in our billings before the new models are brought 
out in the fourth quarter of this year.” 


Nonferrous Metals 


Eight manufacturers of nonferrous metal products report 
that their first-quarter order and billings totals this year failed 
to reach those of the first quarter a year ago. Nevertheless, 
expectations are that there will be an early improvement in 
business. 


New order bookings in the first quarter of 1958 as compared 
with the totals for the first quarter a year ago were lower by: 
“50,” “10%” (two companies), “11%,” “17%,” “17.3%,” 
“30%,” and “32.6%.” 

Dollar billings, also, declined in the first quarter of 1958 
from first-quarter, 1957 levels in all eight companies. Two 
companies recorded declines of “5% and two others posted 
declines of “10%” and “17.3%.” The four other companies 
report declines of “20%,” “21%,” “80%,” and “34.9%,” The 
executive vice-president of one of the cooperating companies 
explains that “some considerable part of our billings reduc- 
tion is due to a reduction in our selling prices resulting from 
a drop in the price of our major raw materials.” 

The bottom in new order receipts was reached some time 
in the first quarter according to two respondents and another 
believes that “we are now either at the bottom or very near 
the bottom.” Two others feel that “the month of April” 
marked the lowest point in new orders. A sixth respondent be- 
lieves that the low point in his company’s new order bookings 
will be reached in “June or July of this year,” and the last two 
expect this to occur in the third quarter of 1958. 

Seven of the eight respondents estimate the low point in 
their dollar billings. Two companies think the bottom occurred 
in the first quarter of this year, another says: “We are either 
at the bottom or very near the bottom,” and two companies 
expect that the month of “April” will prove to be the low 
month in billings. Another company executive expects that his 
firm’s billings will continue to decline until some time in “June 
or July of this year,”’ and the last of the seven, responding on 
this point, predicts that billings will bottom out some time in 
“midsummer” of 1958. 

New order receipts will start rising “in March of this year,” 
according to one executive. A president says that it will be 
a while before his nonferrous metal company can expect new 
orders to improve substantially. He reasons as follows: ““Cus- 
tomers will not want to build inventory just prior to their 
vacations, so they will wait until August when new confidence 
and normal seasonal trends will require a fresh study of re- 
quirements with resulting commitments.” A third company 
also expects a substantial improvement in new order receipts 
in “the third quarter of this year,” and a fourth looks for 
marked improvement in “September or October.” The last 
three companies reporting on this point feel that “it will be 
the fourth quarter” before substantial improvement in orders 
can be anticipated. 

As to improvement in billings, “March, 1958” according to 
one respondent was the month when his company’s dollar bill- 
ings began a marked ascent. However, five other respondents 
feel that a definite upturn in their dollar billings will not occur 
until the last half of the year. Two companies expect such a 
rise in “the third quarter of this year’’: one of the two bases its 
prediction on “a recent survey of our major customers’ buying 
intentions which did not indicate expectations on their part of 
heavier buying until sometime after summer.” Another ex- 
pects a “definite upturn in billings in September or October,” 
while the remaining two suggest “early fall” and “the fourth 
quarter of 1958,” respectively. 

The executive vice-president of one nonferrous metals pro- 
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ducer points out that any prediction of a rise in business for 
his company depends upon a chain reaction. He asserts that 
“we are not looking for any major improvement in new 
orders in our particular business until the economy as a whole 
starts upward and this, it is apparent, depends to a large 
extent on the automobile industry and in turn, the steel 
industry. Strictly as a guess, I would expect any major im- 
provement to be delayed at least until the fourth quarter and 
possibly into the year 1959,” 


_ Office Equipment 
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Three office equipment manufacturers reported in this sur- 
vey. Two of them indicate that new order receipts for the first 
quarter of 1958 were “off by 8%,” and “16.4%” from the rate 
of the first quarter of 1957. The third company reported that 
new orders were “the same” for the two periods under com- 
parison. The three companies indicated that billings for the 
first quarter of 1958 compared with the first quarter of 1957 
were “the same,” down “8%,”’ and down “19.7%.” 

One of the three cooperators who is not discouraged by his 
company’s performance in the opening months of this year, 
explains: “Our comparison of first-quarter orders and billings 
with a like period in 1957 should be moderated because 1957 
was by far the highest in sales volume of any previous year. 
Therefore, we cannot say that business is bad.” Another pro- 
ducer says: ““We continue to look for a favorable over-all re- 
sult for the year 1958.” 

Timing the low point in new order receipts, one company 
president says: “I feel that we are now pretty close to the 
bottom.” Estimating the period that business activity can be 
expected to rise substantially, the controller of another com- 
pany states: ““We anticipate a more favorable trend in our 
orders and billings toward the end of the year.” The third 
respondent agrees that he too can “expect an upturn in orders 
received as well as in billings in the fourth quarter of 1958.” 


Refrigeration Machinery 


New order bookings for the first quarter of 1958 rose 
“99%”? above those in first quarter of 1957 at one cooperating 
company, but fell by “2.6%,” “15%,” and “19%” at three 
others. The four refrigeration machinery producers reported in 
this survey declines of dollar billings for the first quarter of 
1958 from the first quarter of 1957 amounting to “10%,” 
“15%,” “16%,” and “26%.” 

One company executive points out that “the greater drop in 
billings than in orders results from the fact that in early 1957 
we were still working off a backlog of unfilled orders which has 
now largely disappeared.” Suggesting a different perspective 
this executive points out “that our business had been experi- 
encing a distinct and steady decline throughout most of 1956 
so that in the first quarter of 1957 we were already at a some- 
what depressed level. Accordingly, in making any comparisons 
of first-quarter, 1958, business with the corresponding period 
of 1957, it must be realized that we are measuring against a 
relatively low level.” 

’ Another company president offers, as part of the reason for 
his company’s depressed first quarter comparisons, that “some 
of our salesmen were tied up days at a time because of inclem- 
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ent weather, and when they did get into motion they found 
prospective customers quite allergic to discussing purchases.” 

The treasurer of one firm feels that “in our particular case, 
we have reached the bottom in our new order rate; and inas- 
much as shipments are made promptly, we feel that our billing 
rate is also at the bottom.” Another firm believes that its new 
order receipts and dollar billings will bottom out some time in 
the “third quarter” of this year. The vice-president of one of 
the refrigeration machinery manufacturers anticipates a defi- 
nite upturn in new order receipts in the “fourth quarter of 
1958.” But another feels that “there will not be a decisive 
upturn in new orders until next year.” Two companies also 
register the opinion that billings will not rise in any marked 
degree until some time in 1959. 


Structural Metal Products 


Three producers of structural metal products report in 
this survey that their new order bookings in the first quarter 
of 1958 fell “23%,” “24%,” and ‘37%? below those in the 
first quarter of 1957. As for dollar billings, one company re- 
ports a “25%” gain in the first quarter of 1958 over the first 
quarter, 1957 level, while the other two companies reported 
declines of “80%” and “31%.” 

“The bottom in our new order receipts seems to have been 
reached in the month of March,” says the president of one 
structural metals company. Another company president simi- 
larly estimates that March, 1958, marked the low point in new 
order receipts. Billings, on the other hand, will hit bottom in 
August, 1958, in the estimation of the sole company venturing 
a prediction on this point. 

One company president writes that “billings showed a 
definite upturn in April of this year.” Another executive, 
speaking of billings, is also confident that for his company the 
April billings total was the beginning of a new rising trend. 


NONMETAL INDUSTRIES 


Apparel and Related Products 


Of the four manufacturers of apparel and related products 
participating in this survey, one reports a rise in new orders of 
1.2%” in the first quarter of 1958 compared with the same 
quarter last year and three report declines of “5.6%,” “12%” 
and “42%.” For dollar billings, one manufacturer posted a 
rise of “1.2%” from year-ago levels and three had billings that 
were lower by “8.5%,” “9%” and “12%.” 

The president of one of the companies explains that “some 
of our decline can be accounted for by the fact that Easter was 
earlier this year than last, which meant our orders were 
heavier in December, 1957.’ However, for the year as a whole, 
one company executive indicates: ‘“We are still optimistic. We 
are well aware that inventories in the hands of customers are 
sufficiently low that any pickup at the consumer level should 
be quickly reflected in our billings.” 

Two respondents, feel that “April of this year” will prove 
to be the low month for new orders. As for billings, one desig- 
nates April, 1958, and another feels that “billings will bottom 
out in June, 1958.’ New order receipts and dollar billings will 
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trend definitely upward, according to another cooperator, in 
“September of this year,” and another feels a definite rise will 
occur in the “fall of 1958.” 


Chemicals—Inorganic 

The five inorganic chemical companies cooperating in this 
survey indicate that their business in terms of new orders and 
billings was off in the first quarter of this year. For three of the 
five, new orders booked in the first quarter were “10.1% 
lower,” “down 21%,” and “‘off 25% from those in the same 
quarter in 1957.” The other two did not make the comparison. 

All five cooperators report their dollar billings were lower 
in the first quarter of this year than in the first quarter of 1957 
by “3%,” “9.7%,” “10%,” “21%,” and “40%.” 

Two respondents venture to time the low point for their 
new orders and for dollar billings. ““We feel we are about at 
bottom now,” writes one of them, “as the downgrade has 
ended and we have been going sideways for several months.” 
The chairman of the board of the other firm expects new 
orders and billings to reach bottom “‘about May.” 

Commenting on the prospects for a decisive upturn in its 
business, one company expects that a rise in new orders and in 
billings will occur “about August,” while another says: “We 
are not pessimists, but we cannot see much of an upturn dur- 
ing the balance of this year.” 


Chemicals—Organic 


New orders and billings for the first quarter of 1958 were, on 
balance, below those in the first quarter of 1957 for the fifteen 
producers reporting. Nevertheless, half of the companies re- 
sponding on this point feel that the worst is over and that 
their business should be in a rising trend before the year end. 

Two companies report that their new orders in the first 
quarter were, in one case, “5% to 10% ahead of 1957,” and in 
the other case “14% over the comparable period in 1957.” 
A third company says: “Our first-quarter dollar value of new 
orders is about the same as those in the first quarter of 1957.” 
But seven other respondents recorded losses of “5%,” “6%- 
7%,” “11%,” “20%” and “25%” (three companies). 

According to three companies, dollar billings were higher by 
3%,” “5%-10%,”’ and “14%” in the first quarter of this year 
as compared with the first quarter of 1957. Eleven companies, 
however, reported smaller billings. Two had declines of 
“2.5%,” two others of “5%” and one company’s billings were 
“6%-7%°” lower. Four of the eleven firms reported steeper 
declines of “10%,” “11%,” “15%,” and “‘17%,”’; declines for 
the remaining two firms were even steeper: “20%” and “25%.” 

Of the four companies that estimate when new orders will 
reach their low point, two cite the last quarter of 1957 or the 
first quarter of 1958, a third cites the “bottom in April,” and 
the fourth “the third quarter of this year.” 

As to billings, “the bottom has been reached” in one com- 
pany; in another company the “bottom was hit in December, 
1957.” According to a third respondent, “first-quarter sales 
represented the bottom”; and the fourth respondent indicates 
the “bottom was hit during the first quarter of 1958.’ For two 
additional companies, the lowest point in dollar billings will 
occur in the second quarter, and in a seventh company in the 
third quarter of 1958. 


One respondent states: ““We have noted a definite upturn 
in our new orders during March.” Twe others expect “orders 
to show a decisive increase in the second quarter over the same 
period last year,” and another two forecast “a significant 
upturn” by or in the fourth quarter of 1958. 

Billings started to recover lost ground in March, 1958, 
according to one company president. The treasurer of another 
firm predicts that the second quarter of this year will show a 
“decisive increase”’ in billings. But the other five cooperators 
reporting on this point put off any marked improvement in 
billings until “the fourth quarter of this year.” 

Commenting on the effects of the current recession, an 
organic chemicals executive remarks: “Even though there has 
been a receding trend in established industrial lines, many of 
our new products show exceptional year-to-year gains, leading 
us to believe that the ‘recession’ has been overemphasized 
through too much loose talk about unemployment. The total 
number of people employed still exceeds the 1955 first-quarter 
monthly figures.” 


Construction Materials 


The eleven manufacturers of construction materials taking 
part in this survey generally expect a rise in their business 
activity before the year’s end. But first-quarter-1958 orders 
and billings did not come up to those in the corresponding 
period of 1957 for most participators. 

Three respondents report that their new orders for the first 
quarter were “‘somewhat higher,” and higher by “8%” and by 
“20%” than they were in the same 1957 quarter. A fourth re- 
spondent says that the dollar value of his company’s new 
orders was “about the same” as that of the first quarter of 
1957. On the other hand, six companies say that their incoming 
new orders during the first three months of this year were 
lower than in the first quarter of 1957 by “5%,” “5%-6%,” 
“7%,” “10%,” “15%,” and “25%.” 

As to dollar billings, four respondents report they were 
higher in the first quarter of 1958 by “2.9%,” “3%,” “8%,” 
and “18%” than they were in that quarter of 1957. The other 
seven respondents billed lesser amounts in the first quarter of 
this year than in the first quarter of 1957, registering declines 
of “2%-8%,” “5%,” “9%,” “10%,"* “12%,” “25%, and 
“cc 40% Se 

Four companies gave estimates of when they expected the 
lowest point in new order rates to occur. One believes that 
“new orders lave hit bottom,” another that “the bottom was 
reached in September, 1957,” and a third that “new orders 
were at the low point in March of this year.’’ The fourth re- 
spondent, feeling that the bottom is still to come, estimates 
it “should be reached for our company about July, 1958.” 

The cooperating companies were also asked: “When will 
your billings turn up decisively?” Three companies state that 
they believe the low point has already been passed, with one 
placing the low in September of 1957, another in March of this 
year, and the third simply stating that “billings have hit 
bottom.” Of the other two companies answering, one antici- 
pates that its billings will prove to have bottomed out in 
“April,” and the other in “July, 1958.” 

A definite improvement in new orders is expected by one 
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company president to occur during “the spring season”’ of this 
year. A second company executive looks for such improve- 
ment some time in July, a third expects that an upturn will 
occur “around September 15,” and a fourth cooperator ex- 
pects a significant upturn in his company’s new orders in the 
fourth quarter. 

Billings will be on a definite rising trend in the “second 
quarter,” according to one company and in “July,” “August,” 
and “October,” respectively, in three others. The fifth com- 
pany commenting on this point expects its dollar billings to 
turn upward “‘in the fourth quarter of this year.” 


Food, Beverages and Kindred Products 


The eleven producers of food, beverages and kindred prod- 
ucts cooperating in this survey generally report having experi- 
enced favorable levels of business in this first quarter com- 
pared with those in the first quarter of 1957. 

Four companies report that new orders rose “4%,”’ “11%,” 
“18%,” and “20%” between the first quarter of 1957 and the 
first quarter of 1958. A fifth company says: “Our first-quarter 
dollar value of new orders compared almost identically with 
new orders in the first quarter of 1957,” and one company re- 
ports that its rate of new orders fell by ““7.6%.” The other five 
companies did not report on new orders. 

Eight companies find dollar billings in the first quarter ex- 
ceeded those in the first quarter of 1957 by “3%,” “4%,” 
(three companies), “5%,” “11%,” “18%,” and “20%.” Two 
additional companies had billings levels that were “the same” 
as those for the first quarter of 1957, and in one company 
billings declined by “7.6%.” 

A president of one concern cautions that the rise in his firm’s 
billings was “‘not the result of increased business, but of higher 
prices this year than those in effect in the first quarter of 
1957.” 

A vice-president of a food company that has been un- 
affected by the general decline in business anticipates “a con- 
tinuation of the present favorable trends, with some tapering 
off of gains towards the latter part of the year, provided the 
economic situation does not deteriorate significantly from the 
levels of March of this year.” For the year as a whole he 
anticipates “‘a sales gain in the neighborhood of 8%.” 


Furniture and Fixtures 


With seven cooperators reporting on new orders in the first 
quarter of 1958, one respondent experienced a “slight” rise 
over the first quarter of last year, another had an increase of 
“17%,” and a third a “46%” rise. New orders received by the 
other four respondents were “down about 8%,” “13%”, “16%” 
and “21%” from those in the corresponding quarter in 1957. 

Billings for the first quarter of this year show a similar dis- 
tribution of rises and declines from the first quarter of 1957. 
The rises for three companies were “slight,” “26%,” and 
“46%,” the declines for four companies were “8%,” “15%,” 
“307,” and “40%.” The president of one of the latter four 
companies points out: “A year ago we were billing at a con- 
siderably higher rate than that at which new orders were being 
received. In the current year, billings are running below the 
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rate of orders owing in no small measure to the fact that we 
ended the year with a considerably lower than normal 
backlog.” 

The slump is over, according to the respondents who com- 
ment on the timing of the low point in their companies’ new 
orders and dollar billings. Two of them state that “the bottom 
has been reached in our new order rate”; the other two say 
that for them it occurred in “December of last year.’ Only 
three companies attempt to time the low in their dollar bill- 
ings, one finding that “billings have already hit the bottom” 
and two that the low point was reached in the last month of 
1957. 

One of the companies suffering a decline in business in the 
first quarter comments that it experienced “an upturn in new 
orders in the latter part of March and so far in April, and a 
billings rise should follow in a month or two.” The president of 
another company does not expect a definite upturn in new 
orders and billings “‘until late 1958 or early 1959.” 


Lumber and Wood Products 


The three producers of lumber and wood products cooperat- 
ing in this survey had lower levels of business in the first quar- 
ter of this year than in the comparable period a year ago. Two 
of the three believe the worst is behind them and all three 
anticipate a marked rise in their business in the near future. 

Comparisons of first-quarter new orders with those of the 
first quarter of last year show declines of “3%,” “4.9%,” and 
“10%.”’ Declines in billings of “1.3%,” “8%,” and “10%” are 
also reported. One company president explains the situation as 
follows: “Because of the sluggish market in our industry which 
has prevailed since mid-1956, and the resultant severe com- 
petition between producers, prices during the last nine 
months have been drastically reduced, thus lowering the dollar 
value of new orders and billings. With the replenishment of 
retail yard stocks as housing starts result in improved de- 
mand, prices also will gradually improve.” 

Two respondents believe that their companies reached the 
low point in new orders “‘in the first quarter of 1958.”’ The first 
quarter also saw the low in billings for two of the firms, while 
the third expects it will come in “June or July of this year.” 

A substantial rise in new orders will occur, according to 
these three respondents, “in May,” “‘in the second quarter” 
and “in August” of this year, respectively. A resurgence in 
dollar billings from the present levels will get under way in 
“‘September”’ of this year, in the opinion of the only company 
reporting on this point. 

The vice-president of a wood products company that sells 
to railroads writes: “Serious cutbacks in maintenance pro- 
grams made by railway companies during the past six months 
have hurt the general level of our business. As soon as rail- 
roads can go ahead with normal maintenance programs, our 
business will be back to, or in excess of, the normal amount.” 


Paper and Allied Products 


New order receipts in the first quarter of 1958 declined by 
2.5%,” “5%,” “8.5%” and “10%” from last year’s first- 
quarter levels, according to four out of the six paper com- 
panies reporting. A fifth respondent reports new orders 
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“almost exactly the same as in the first quarter of 1957.” The 
sixth producer did not give first-quarter comparisons. 

Billings were higher by “3.5%” and “5.5%” in the first quar- 
ter of this year than in the first quarter of 1957 in two com- 
panies. Declines of “5%,” “6%,” “6.4%” and “9%” were re- 
ported by the other four respondents. 

An executive of one of the companies believes his firm’s new 
orders reached their lowest point “during March” of this year. 
Three others expect “the bottom in new order rates will be 
reached some time during the summer of 1958.” As to dollar 
billings, one respondent expects they will be lowest sometime 
in “the second or third quarter of 1958,” and a second foresees 
the low late in the second quarter. Three other respondents 
predict the low point in billings will come in the “third quarter 
of this year.” 

Of three companies registering an opinion as to when their 
new orders will rise substantially, one expects a marked upturn 
in the third quarter of this year, a second expects it to occur 
some time “during the summer” and the third looks ahead to 
the “fourth quarter of 1958.” 

Four respondents estimating the timing of a definite increase 
in their billings put it “some time in the third quarter,” “in 
either September or October,” and for two companies “‘in the 
fourth quarter of the current year.” 


Petroleum Refining 


Dollar billings for three cooperating petroleum refineries in 
the first quarter of 1958 were “12.7%,” “15%” and “17.5%” 
lower than those in the first three:‘months of 1957. However, 
one vice-president explains: “This decline in our billings is mis- 
leading owing to the inclusion of unusual business, resulting 
from the Suez crisis, in the 1957 data. A better indication of 
our current sales performance is the comparision of first- 
quarter-1958 dollar sales with the appropriate 1956 period, 
which shows no change. 

In spite of unfavorable first-quarter comparisons, two of the 
three respondents “feel that the bottom in dollar billings prob- 
ably will be reached during the second quarter of 1958.” 
Furthermore, a decisive upturn in dollar billings is expected by 
one company executive to occur in “October,” while the vice- 
president of another “expects a counterseasonal upturn in 
dollar billings during the fourth quarter of this year.” 


Textile-mill Products 


Most of the ten textile-mill products manufacturers partici- 
pating in this survey report that business in the first quarter 
of this year fell to levels below those in the first quarter of 
1957. But the low point has been passed, according to one 
company, and several others expect that the low for their 
business is imminent. 

Compared with those in the first quarter of last year, new 
order receipts in the first quarter of this year rose by “6%,” 
and “20%” in two cases, declined “slightly” in one case, and 
were down “7%,” “9.2%,” “10%” (two companies), and 
“15%” and “20%” in six others. The vice-president of a textile 
mill showing an over-all decline remarks: “that many of our 
accounts are ahead of last year’s business and many others are 
well behind. Investigating these accounts, we find that all 


accounts that are ahead have been doing a more aggressive 
merchandising and promotion job than ever before, and that 
accounts which have declined are those that have indulged in 
a great deal of retrenchment and have pulled in their merchan- 
dising horns. From our vantage point, it looks like this is a 
time when the merchants are being separated from the shop- 
keepers.” 

Two of the ten respondents report that dollar billings were 
higher in the first quarter of this year than in that same quar- 
ter last year by “5% and “8%.”’ The other eight skidded 
below last year’s first-quarter billings, “‘slightly” in one case, 
by “10%” (two companies), by “15%” (two companies), by 
“19.6%,” and by “20%” (two companies). 

The low point in new orders, in the estimation of one re- 
spondent, has already occurred. Two others, however, expect 
that the low will occur in “April” and in “June,” and three 
others look for new orders to hit bottom in the “third quarter 
of this year.” 

Billings “have hit bottom,” according to one respondent. 
Another expects that “June or July” will see the low point 
reached, and four others expect that “the low in dollar billings 
will be in the third quarter” of this year. 

A textile company vice-president analyzes the current situa- 
tion in the market his company serves thusly: “From our 
point of view, the prime deterrent to improved business is the 
status of retail inventories. It is our belief, from intensive 
study of our accounts, and from experience, that major liqui- 
dation of inventory has been the primary concern of retailers 
during the first quarter of this year. Even at a lower sales rate, 
such inventories should be low enough for reorders by early 
June. This will coincide with our introduction of new product 
lines.” 

The responding manufacturers of textile products are for the 
most part cautious about predicting when a definite upturn in 
their new orders and in billings will develop. Nevertheless, one 
expects that “early June” will see a pronounced upturn in new 
orders and two others expect that “September” will see the 
rise. By September, billings will show a pronounced rise, ac- 
cording to one respondent; but another expects that any 
definite rise will be postponed until the “last quarter of this 


year.” —L. D.M.;G.C. T. 


Executives See Early Upturn 
(Continued from page 232) 


quarter of this year. Even at a low rate of retail sales, 
inventories should be low enough for reorders by early 
June.” 

An executive of a general industrial machinery firm 
similarly states: “Basically, our reason for feeling that 
our new orders are near the bottom is that we think, 
from contacts with our customers, that their inventory 
reduction activities are about over.” 


Lours D. MarsHatu 
G. CLtark THOMPSON 
Dwwision of Business Practices 
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National income and related statistics became a 
guide for government economic policy after World 
War Il and are now among the most widely followed 
of all statistical series by both government and busi- 


ness, This new edition of “Relative National Ac- 
ih] 
counts eases your use of these basic statistics. 


The particular value of the present work lies in the 
first word of the title—relative. The official national 
accounts are expressed in dollars, but here they are 
in percentages as well. With this work in front of you, 
it's only a simple matter of looking to see, for ex- 
ample, that wages and salaries, which climbed from 
$50.4 billion in 1929 to $238.8 billion in 1957, 
were 57.4% of national income in that far-off year 
as against 66.7% in the year we last put to bed. 
These figures that give proportion to that phenomenal 
climb are there, ready-made for your use. 


1. The format of the first edition was 8/2"x11". that 
of the second edition 11x17”. The tables, almost 
double in size, are therefore easier to read and 

easier to follow 


2. There are three additional tables 


3. All tables are designed for continuous entry 
through 1958 as the data become available. 


A supplementary sheet provides the latest dollar 
figures for the more frequently used series. . 
Technical Paper No. 4—Revised \ 
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operated and what it has meant in terms of 


Assuring Economic Satisfaction — Com- 
take-home pay to the automobile workers. 


panies faced with the problem of developing 
better executives should recognize that the 
monetary reward an employee receives for 
his work is one of the most concrete indica- 
tions he has of the firm’s attitude toward 
the job he is doing. In this issue of the mag- 
azine, the third and last in a series of Round 
Tables on “Meeting the Demand for Better 
Management” deals specifically with solu- 
tions to the problem of compensating exec- 
utives and professional personnel. 


The GM Formula—Ten Years and 90 Cents 
Later—The GM formula was originally 
proposed by General Motors during con- 
tract talks with the UAW in 1948. Over the 
years the formula, which provides for cost 

of living and productivity increases, has 
undergone some changes but the basic con- 

cept has remained essentially the same. 
This article details how the formula has 


Profit Sharing in Unionized Companies— 
Even though it appears unlikely that 
Walter Reuther’s profit-sharing proposal 
will be taken seriously in the current auto 
negotiations, it is of interest to examine the 
experience of various unionized companies 
that have profit-sharing plans. This article 
summarizes the results of a survey by The 
Conference Board of eighty-seven such firms. 


Supper Allowance Practices—Many firms 
reimburse employees for supper costs when 
they work a specified amount of overtime. 
But not all companies that grant supper 
allowances give them to all employees or 
under all circumstances. This article covers 
the more common variations in practice re- 
garding such factors as eligibility, method 
of payment, and amount of reimbursement. 
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